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SUBJECT BUSINESS COMMUNICATICKS 



LESSON BC3 BUSINESS LETTERS AND REPORTS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

This lesson gives the sttidents an opportunity to learn and practise 
the skills o£ letter and report writing. 

The instructor should, depending on the students' needs create 
exercises throughout the course to help them develop their writing 
skills. The instructor should occasionally provide an exercise which 
could be done during class time or as a take-home exercise. 

'jQie students should be reminded of the importance of developing 
written coimajnication skills. It is unlikely that they will fully 
appreciate the need for these skills until they are faced with this 
need in the business world. 



OBJECTIVES 

1. Ihe student will write an acceptable business letter. 

2. Ihe student will write an acceptable business report. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Iftiiversity of Texas Extension Division. Cojnn[^jn.icatiQns , Oral and 

Written. Austin, Texas: Lhiversity of Texas Press, 1954, 
Uaits IX and X. 

2. Federal Elective Corporation. How to Write Effective Reports . 

leading, Massachusetts: Adrian Wesley Pub. Lornpaay inc., 
1965. (Programmed Instruction Text) 
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RESOURCES REQUIRED 

1. Projectuals: BC3~1, ''Kinds of V/ritten Communication" 

BC3-2, 'Tarts of a Business Letter" 

BC3-3, "Parts of a Written Report" 

2. Letter writing paper and envelopes for each student. 

3. Flip charts. 



^lETHODOLOGY 

1. Hand out Readings. 

2. Read Purpose and Introduction. 



PURPOSE 

In this lesson you will disctiss and practise preparing sample 
business letters and reports. 



INTRODUCTION 

The businessman's two most important types of written communic- 
ation are letters ai^d reports. Carefully prepared letters and 
reports are a big lielp to your business; they help you to yet thj.'Ags 
done. A written : eport may be prepared to support a loan applicat- 
ion or to apply for a licence. Letters may be i^sed to order 
supplies, sell your product, collect accounts, and answer complaints 
and inquiries. 

Whatever the purpose of letters and reports, you may be assured 
that you'Will have to make use of these types of communication in 
your business career. Learning them properly now will save you 
time and effort later. 



OBJECTIVE 1: THE ST>JDEOT.WILL WRITE AN ACCEPTABLE BUSINESS LETTER. 



3. Write the follcv/ing message on a flip chart or hand out copies to 
students. Explain that it was sent by a si:5)ervisor to his 




Stimulus 
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janitorial staff. 

"Henceforth, it is expressly forbidden for custodial 
workers to utilize the chemical X-22 on copper conduit, 
■ because an inA^ariable result of such utilization is 
tPiat the resultant chemical reaction has a deleterious 
effect on tlie walls of the conduit/* 



Clarify Problem 

4. Ask:'^l\hat is ivrong with this written coinniunication?" Discuss and 
list the answers on the flip chart. Tell students ( and write on 
chart) that the message could have been written like this: "The 
chemical X-22 will eat away the walls of copper pipe. Do not use 
it on copper pipe". Discuss. 



Provide Information 

5. Read Section 1 of Reading. 



CONTENT 

1. What Should A Business Letter or Report Do? 

Business letters and reports should tell the reader what 
you and your business are like. They should be: 

a. Correct - get the facts right and \vrite as neatly as 
possible. 

^- Clear - choose the best words, make sure the reader ■ 
understands what you mean. 

c. Short - make them, as short as possible and to the point. 
Use short words and sentences wherever possible. 

d. Courteous and Friendly - people will listen to you if 
you do not make them angry. Say "pJ.ease, thank you, or 
I'm sorry", when necessary. 



6. Show Projectual BC3-1, "Kinds of Writteu J^oir.mmication In Business". 
Stress the iirportance of prospective busiress owner-managers being 
able to write. 

7. Ask students to list on flip chart different types rf b isiness 
letters they may have to write in business. Discuss, 
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BC3-1 KINDS OF WRITTEN COIMUNICATIQN 



SUBJECT 

•31Y1dli31 39NIH33i* 



SERIAL NUMBER 

•31Yld«11 33NIH331* 



KINDS OF WRITTEN COMMUNICATION IN BUSINESS^ 

MEMOS 




CAN YOU WRITE ? 



[tecn/faxJ ' 

^>f m No. 267 



• TECHIKGE TEMPLATE* 



• TECHtNSE HklfLAU* 



• TECHiNGE TEMFUTE* 



TICNirXX FILEABLE TIUNSPARCNCY MOUNT 
7V^i"k10" MA5X — use a%"KlV FIIM 
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8. Read and diszuss Section 2 of Readings. 

" ■ ! 

2. Different Kinds of Business Letters 

When you write a letter, you should ask yourself , "what 
do I want to say and . what kind of a ?)usiness letter will say 
it best?'* Here are soine types of business letters you may use: 

a. Collection letters 

A collection letter has two purposes: 

(1) the first is to get the nioney 

(2) the second is to keep the customer. 

Many people tend to concentrate so hard on tlie first 
purpf:>se -(get the money) that they overlook the second. 
Usually a series of collection letters, ranging from a 
casual reminder to threats o£ court action, are used to 
collect accounts. An example is shown on the next page. 

b'.: Letters That Must Say '"No"' 

.. These letters seek to raake the ciistomer understand why 
the business cannot give him what he wants. They should 
appeal to the customer's sense of fairness. 

c. Sales Letters , 
The sales letter should get the reader's attention, 
interest, make him want your product, and finally get 
him to buy it. 

Can you think of other types of business letters you may 
have to write? 



\ 

9: Show Projectual BC3-2, 'Tarts of a Business Letter", Discuss in 

detail. Instructor may make references to letters written in pre- 
vious lesson. 

10. Ask the students to write a business letter lising one of the topics 
suggested below. These topics could also be used for future letter- 
writing exercises. In this exercise, the enphasis is the format 
of the letter. As students progress, the instructor should work 
on the qualities of clarity and correct grammar. Useful suggest- 
' ions on letter-writing can be found in the booklet Communications , 
Oral and Written . 

a. Ask. each student to write a letter to some government depart- 
ment, bank or credit union asking for a loan to start the 
business of his choice. 
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Hilltop Hardware 
Hilltop, Saskatchewan- 
Juiie 22, 1972 



Johnson/ s Outfitting 
DEEP LAKE 
Saskatchewan 

Dear Mr. Johnson: 

Jiost a friendly reminder that your account of 
$25.00 is past due. If your cheque is already in 
the mail thank you. If not, please give tlais 
account your lisual early attention. 

\ Yours truly, 

John Smith 
Manager 

JS/dr 



\ 



ERLC 



BC3 

^ BC3-2 PARTS OF A BUSINESS LETTER 




ERIC 



■427 



BC3 



OR 

b. Ask student to write a business letter on one of the following 
subjects: 

(1) Collecting an account not long overcJue. 

(2) Offering congratulations on a new job. 

(3) Motivating an euployee. 

(4) Saying "yes" to a customer who asks for credit at your 
store, 

(5) Saying "no" to a customer who asks for credit at your 
store. 

(6) Answering a coiT5)laint by a customer. 

(7) Collecting an account jiist before taking court action. 

(8) Telling a supplier (wholesaler) that his goods were not ' 
satisfactory. 

Check letters to see that they conform to the suggested form 
in the lesson. Have students revise or re -write an unaccept- 
able letter before going on to the next section. 



Indicator 

11. Correct letters written in exercise and return to students. 
Ask for another letter if necessary. 

OBJECTIVE 2: THE STUDENT WILL WRITE M ACCEPTABLE 
BUSINESS REPORT. 



Stimulus 

1. Show the Projectual BC3-3, "The Parts of a Written Report". 
Explain to the students that a diagram in the Readings will 
constructed to show the relative length that is given to each 
of the six parts of a report. For exanple, the body is much 
longer than the introduction or the appendix. 

2. Read Sections 3 and 4 of the Readings and discuss each section. 
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BC3-3 PARTS OF A IVRITTEN REPORT 




[tecnifax] 

"•■•CT 

Form Ho. 267 



•TECHIKCE TEMPLATE* 



• TCCHIKGE TEMPLATE* 



TECNIFAX PILEABLE TRANSPARENCY MOUNT 
7Vi"xlO" MASK— USE 8Vi"xU" FILM 



• TEQHtKGE TEMPLATE* 
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3. Writing a Business Report 

Good business reports are short and to tlie point. The 
reading habits of busy people make it necessary for you to 
plan what* you are going to write, and then say it in as few 
words as possible. 

a. The ABC's of Writing a Report 
Your report should be: 

A Accui\ te - get the facts right. Mistakes waste time 
and money. 

B Brief - be short an,d to the point. Make the best 
use of every word. 

C Clear - niake the reader understand what you irean. 
The wrong words will confuse the reader. Keep the 
- report as simple as possible. 

b. Organizing the Report 

Before you write a report you should know: 

(1) the main purpose of thi? report (to you) 

(2) what is most inportant to the reader 

(3) what is least ip.rportant to the reader* 

In every case , Know Your Reader > Find out from him what 
things he thinks are important. 

c. Outlining the Business Report 

Most reports hav^e the tollowing basic parts: (the dia- 
gram gives an indication of the size of each part of 
the report) . 
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(1) Introduction - preface, objectives, purpose o£ 
report; tells the reader why the report is being 
written. 

(2) Summary - synopsis; sums up the whole report in a 
tew sentences for the reader; tries to make the 
reader accept and understand the report. Some re- 
ports will place the summary at the. end of the I'e- 
port. However, a brief sxmroxy at the beginning 
gives an idea of what the report is about, scad the 
reader can better understand the report. 

(3) Body - details, discussion, experiment, procedure; 

the main part of your report; provides the reader with 
facts and detailed 'information that supports your 
conclusion. You must use facts to convince the 
reader that your conclusion is the right one. 

(4) Conclusions - results; tells the reader what your 
decision is. The conclusion is based only on the 
facts and information you have given in the body of 
the report. 

(5) Recommendation - suggestions, comments, opinions ; 
tells the reader what you think should be done. The 
recommendations are based on the conclusion. 



(6) A] 



X - tables, illustrations; includes material 

may help the reader understand the report better; 
for example, detailed statistics, maps, pictures, etc. 



Appendix 
tnat ma^ 



d. A Sample Business Report 

The following report was written by Joe Archer when he was 
trying to get a loan to start a business in his home 
community. He mailed a copy of his report to the bank 
•manager and, at the same time, asked for a loan of $5,000.00 
to start up his shoe store business. 

REPORT ON A BUSINESS OPPORTUNITY IN BLUE LAKE 

Introduction 

The isolated coiiminity of Blue Lake is without a shoe store 
This report deals with a study that was done to investigate the 
need for a shoe store in tl*ds community. 

Summary 

Blue Lake now has a population of 200 adults, 300 teenagers 
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and 500 diildren. An investigation into the shoe needs of 
these people was carried out by talking to 50 families 
scattered throughout the coinmunity. 

The results show that most people were in favour of 
having a local shoe store because of the convenience, lower 
prices and better shoe-fitting it would provide. 

It is recommended that a shoe store be built in the 
community of Blue Lake, 



Body 



a. 



The Problem 

Does the community of Blue Lake need a shoe store? This is 
the question that needs to be answered. 

The population of the Blue Lake community is 1,000. It is 
felt that this community would buy enough footwear to sup- 
port a local shoe store. 

Studying the Need 

To see if a shoe store would be a good business venture, a 
total of 50 families in the Blue Lake area were interviewed 
in May, 1971. The questions asked were: 



(1) 
(2) 
(3) 

C4J 
(5) 
(6) 



Results 



How many are in your family? 
\Vhat are their ages? 

What kinds of footwear do they wear? In summer? In 
winter? 

Where do you buy the footwear your family needs? 
How much does it cost you each year to buy this footwear'J 
Would you buy your footwear needs at a local shoe store 
if one were built in the community of Blue Lake? Why? 
IVhy not? 



The answers received to the questions are shown in detail in 
the Appendix. Also, a detailed breakdown of the population of 
Blue Lake is shown in the Appendix, 

The main results of the study are simimarized below: 



Average family size 
(including mother and father) 



10 
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Average - adults per fmiiily 

- teenagers per family 

- sinaller children per family 

Main footwear used 
- summer 



2 
3 
5 



iTibber boots, lea- 
ther shoes, leather 
work boots, running 
shoes 

moccasins, rubbers, 
lined boots 

catalogues, general 
store 



$150.00 

45 
5 



better prices 
convenience of local 
shopping 

better fitting (es- 
pecially for children)! 
better selection to 
choose from 
provide jobs for local 
people 



Re commendations 

Since most of the people would buy their footwear from a 
local shoe store, it is recommended that such a store be built in 
the community of Blue Lake. 

There are 100 families in this community; the study shows 
that about 90 of these vant a local shoe store. They would spend 
an estijnated total of: 90 x $150.00 = $13,500 per year on foot- 
wear. This means that the shoe store operator could make a good 
living in this community. 



winter 

Where footwear is presently 
purch^'.sed . 



Average amount spent by each 
. family on foctwear each year 
Families in favour new shoe store 
Families against new shoe store 

Main reasons for wanting 
new shoe store: 
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Appendix 



List of all the answers to every question asked in the 
survey. Table shoving a detailed breakdown o£ the population 
of Blue Lake. 



Do you think th^ bank inanager will lend John Archer the 
nioney to start up a shoe store in Blue Lake? 



4. Summary 

This lesson has disaossed letter writing and biisiness 
reports, it gives you an idea of the correct way to write a 
. business letter. It also discusses the way a bu5;iness report 
should be arranged to be easy to read and follow. Practice 
in writing letters and reports will help you develop the 
skills you want and need as a biisinessman. 



3. Give one of liie following topics ( or allow a choice of topics ) 
as an exercise for students to do as a take-home assignment. 

a. A report on a visit to a biisiness or a report on a business 
project. 

b. A report, suitable for presentation to some loan agency 
(e.g., Dept. of Indian Affairs) on iny participation in the 
Small Business Management Course. 

c. A report on the biisiness opportunities in my home community. 

d. ' A report on the need for a recreation centre in the community. 

e. A report to shareholders of a co-op on the needs for expaiision 
of the co-op. 

f . ■ A report on the pollution problems in the community. 



Indicator 

4. The report written in the preceeding exercise and, if necessary, 
another report assigned after you have had a chance to correct 
and assess the ability of students to write a report will serve 
as indicator. 
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LESSON BC4 SPEAKING IN BUSINESS 



INSTRUCTOR'S GUIDE 



OVERVIHV 

Students usually feel some hesitai^xy about speaking before the group. 
It scmetimes helps if the instructor discusses this as a natural feeling. 
No one v/ants to feel foolish in front of other people, but if a person lets 
his shyness get the best of him, he cannot improve his skills in speaking. 
The feeling of being ill at ease disappears after some practice before the 
group. To encourage the students, the i^istructor can .<;ive a short talk so 
that students do not see the instructor as /wanting than to do something he 
will not do himself. 

Students, as businessmen,- will have to speak to many audiences 
employees, custcmers, suppliers, creditors. They will likely also be 
called upon to speak at various community gatherings. Speaking ability 
will be valuable to them in the conduct of their business or in community 
affairs. 

This lesson deals with sane of the fundamentals of public speaking 
to a group. In addition, students will get an opportunity for short 
speaking exercises. Further practice can be scheduled by the instructor 
at regular intervals during the course. The instructor may wish to set 
some time aside every two or three weeks to give the students a few. hours 
in which to practise speaking. 

The instructor may wish to use a videotape recorder "to tape the 
speech-making. Videotape playback to the class serves as a very useful 
method of self -evaluation. Each student sees how he performed. This can 
be used as an effective method of evaluation in addition to that made by 
fellow students. 

Students should realize that although the principles for effective 
speaking given in this lesson are those used for speaking in front of 
groups, the skills can be very useful in everyday contacts. 
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OBJECTIVE . 

The students will be able to deliver a speech in front of the 
group with a minimum of nervousness and speeiih errors. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Sager, Arthur W. Speak Your Way -to Success . New York; McGraw- 
Hill Book Conrpany, 1968. 

2;. Loren, Bemice. Effective Public Speaking . New York: Crowell 
CollTer and >fecmillaii Inc., 1963. 

3. Christopher Leadership Course, 1871 Francois Road, Windsor, Ontario. 

4. University of Texas Extension Division. Communication in Distribu- 

tion . Austin, Texas: University of Texas Press, 1968, Unit IV. 

5. University of Texas Extension Division. Coinmunications, Oral and 

Written . Austin, Texas: University of Texas Press, 1969. 

6. Booklet on telephone usage from the telephone company. 

7. Borden, Richard C. Public Speaking as Listeners Like it . 

New York: Harper and Row, 19oS. 



RESOURCES REQUIRED 

1. Projectuals: BC4 - 1, "Stage Fright". 

BC4 - 2, "Practice, Practice, Practice". 

BC4 - 3, "More than Words". 

•BC4 - 4, "Speak Up, It will be Easier Next Time". 

BC4 - 5, "You can Speak". 

BC4 - 6, "Some Speaking Don' ts". 

BC4 - 7, "Nervous Speech Habits". 

2. Films : "Is There Communication When You Speak?" (15 minutes) 

"Telephone Courtesy". ( 15 minutes) 

3.. Videotape equiment, 

4, . Resource person: member of Toastmasters Club or someone viio is 

a competent public speaker. 

5. Tape recorder with telephone hook-up. 
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METHODOLOGY 

1. Hand out Readings; read and discuss Purpose and Introduction. 



PURPOSE ■ 

In this lesson you will learn sane of the principles of good 
speaking. You will also have a chance to practise speaking to a 
group. 



IIvrrRODUCTION 

Speaking is a very important means of communication in business. 
The owner -manager spends about 30% of his day talking. He speaks to 
many receivers, either face to face or over the telephone, such as 
his ivorkers, customers, other businessmen, suppliers, and creditors. 
He may also be called, upon to speak at community gatherings. 

Therefore it is important for you as a businessman to have the 

ability to speak. You must be able to make people understand what 

you mean when you speak and also to interest them in what you are . 
saying. — — • 

Most of the material in this lesson dea].s with preparing and 
delivering formal speeches, but it \vill still help you in your every- 
day speaking with customers, employees, etc. 



OR.TECTIVE: THE STUDENTS WILL BE ABLE TO DELIVER A SPEECH IN FRONT 
OF THE GROUP WITH A MINBliM OF NERVOUSNESS AND SPEECH 
ERRORS. 



Stimulus 

2. Show Projectual BC4 - 1, "Stage Fright''. 

Askj"Have any of you felt like this"? Why? 



Clarify Problon 

3. Ask each student to give a one minute talk on a topic of his choice: 
holidays, hobbies, gardenting, jobs, fishing, embarrassing moments, 
or interesting experience, etc. 
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When all the students have given their talks, ask them to evaluate 
the talks. Without naming names, ask students to list on one flip 
chart the strong points (good speaking habits) they noticed and on 
another, to list the weak points (pooi^ speaking habits). 



Provide. Information 

4. Read Sections 1 and 2 of Reading. 



CONTENT 

1. Some of the Basics of Speaking 

A speech is like a letter - if it is not well organized it 
will not be very effective. For example, if you put the wrong 
address on an envelope it will not get your message to the person 
you want to reach. Also, if you do not speak properly, your 
message may not get across. 

There are two parts to a speech. That is, a talk can be 
divided into two areas: 



- &/ery time you speak to a person, he sees and hears, some of 
both parts of your spee(di. Often the way you say something can 
change the meaning of what you say. Do you agree? 

For example, if a person whispers, "yes dear'*, to you very 
softly and gently it means something quite different than if 
someone shouts, "YES DEAR", to you in a harsh, irritated voice. 
You can think of other examples, 'no doubt. 

You must pay attention to WHAT you say and HOW you say it. 
Your audience (the person or people you talk to) gets meaning 
fron both parts of your speech. 



WHAT You Say, Or 
SPEECH COOT'ENr 



HOW You Say It, Or 
SPEECH DELIVERY 



This part of the speech 
contains the basic ma- 



This part of the speech 
involves the tone, emphasis, 
facial expressions, and 
other body movonents you use. 



terial, the facts, figures, 
and other information. 
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2. Preparing Your Speech Content 

a. Decide on the PURPOSE o£ your speech. Ask yourself, "Wliat 
do I want to accomplish?** For example, is your purpose to 
explain'^ to instruct? to persuade? .. to convic.ee? to 
inform? or to entertain? The purpose of your speech will 
help you decide how to prepare your speech. 

b. Decide on the SUBJECT of your speech. You must decide what 
main idea or theme you will use. You should consider ideas 
that are worthwhile to your audience, by asking yourself: 

(1) To v^iom am I going to speak? 

(2) Is my subject suitable for the occasion? 

(3) How can I make my subject interesting to the audience? 
. (4) Does my subject fit my purpose? 

c. PREPARE your speech. Be sure to choose details that will 
support or illustrate the main idea, subject or theme. 
Some hints to help you prepare your speech are: 

(1) Write down your ideas and thoughts about the subject. 

(2) Gather all other information on the subject you can 
find. 

(3) Sort the information into a logical order. 

(4) Measure your speech, in timd, at about 150 words 
per minute. 

(5) When you have finished writing your speech read it over 
(aloud) several times until you feel you fully under- 
stand what you have written and have fully familiar- 
ized yourself with the content and purpose of your 
speech. Make sure the speech fits into the time 
allowed. 

(6) Make a summary of your speech. Write it on a sheet 
of paper or on. 3" x 5*' cards. Use this summary to 
help you ranember what to say. Do not read the whole 
speech word for word . 

(7) Practise your speech in front of a mirror several 
times before you go in front of your audience. 



5. Discuss readings. Show Projectual BC4 - 2, "Practice, Practice, 

Practice'*. Discuss the importance of practice, especially the first 
times you speak. 
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6. Show Projectual BC4 - 3, * More than Words''. -Discuss the fact that 
the message may be more than the words spoken. 

7. ■ Read Sections .'^ and 4 o£ Readings and discuss. Show Projectual BC - 4, 

''Speak Up, It will be Easier Next Time", and BC4 - 5, "You can Speak", 
as students read Section 4 . 



3 . Organizing the Speech 

. A speech is organized much like a letter, 
a speech should have: 



For example. 




-) imODUCTION 



BODY 



CONCLUSION 



Introduction 

A good introduction should catch the attention and arouse 
the interest o£ the audience. It should suggest the pur- 
pose of your speech, and show the audience that your topic 
is important. It should also suggest the scope of your 
talk; that is, indicate what areas will be discussed. 



Body 

In the body of your speech, you should: 

(1) Expand your subject, by choosing a few main points 
and emphasizing them well and by arranging your 
points so that they fit well together. That is, try 
to have a smooth, easy movement of ideas from one 
point of the speech to another. Arrange your thoughts 
in a clear, logical order. 

(2) Support your subject by illustrating your points 
with colour, imagination and variety, and by restating 
the main points in several different ways. 
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BC4-3 MORE THAN WORDS 
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BC4-4 SPEAK UP, U WILL BE EASIER NEXT TIME 
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BC4-5 YOU CAN SPEAK 



•3iV1<iH3i 33NIH33M 



.V r 




•3lV1dH3i 33)IIH33i* 



YOU CAN SPEAK 




• 31Vld)K3i 39NIH33i« 



L^Z "^N w-Wrf 




Rehearse,dont memorize Audience is human Keep it short 





Directly to the point Mumbling hides ideas Avoid flowery language 



• TECHINGE TEMPUTE* 



• TECHINGE TIMPLATE* 

joarans 
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c. Conclusion 

The conclusion is the high point o£ your speech; it should, 
be short, and should briefly remind the audience of the 
purpose and the main points of your speech. 

The last sentence of the speech should be carefully chosen. 
The way you conclude your speecla will make the strongest 
impression on your audience. 

4. Delivering Your Speech 

Speech delivery is everything you do after you stand up to 
speak; it is the 'how' of speaking. Remember, how you say some- 
thing is sometimes more important than what you say. 

a. Words Used to Describe Speaking Voice 

(1) Tone - Sound of the voice. 



(2) 
(3) 

(4) 

(5) 
(6) 



Pitch - Highness or lowness of tone. 

Volume - Loudness or softness of tone. Power is in 
the chest. Posture is important. 

Qual ity - Distinctive character of voice. Emotions, 
fatigue affect quality. Avoid breathy, husky, harsh, 
nasal, thin, flat or shrill qualities. 



Inflection - Pitch change on a single syllable 
or falling. No inflection produces monotone. 



rising 



Emphasis - Or gesture, change in pitch, speed, force, 
quality, facial expression used to draw attention and 
to present meaning forcefully. 



(7) Pronunciation - Way in which words or syllables are 
uttered"! ^andard-dictionary, local, slovenly, pre- 
cision-like. 

(8) Enunciation - Clearness of speech according to an es- 
tablished pactern - clear, piecise, slovenly, etc. 

Avoid ^ lazy lips" or "clenched teeth". 

(9) Stress - Force applied to a word - strong, weak. 

Amount of energy or intensity used. 

(10) Gestures - Motion used to express or to anphasize an 
idea. 
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b. Speaking Hints 

(1) Tone - Control your tone o£ voice. Avoid harsh, 
grating or whining tones. - 

(2) Inflection - Change tone and pitch for proper emphasis 

(3) Pitch - Do not talk monotonously on just one or two 
tones . 

(4) Range - Control the volume to fit the situation. 
Listeners should easily hear what you are saying. 

(5) Put in the Vowels - Do not try to talk with consonants 
only. Open your mouth and use you.' tongue and lips; 
do not mumble. 

(6) Poise - Speak confidently. Keep cairn and in control 
of yourself at all times. 

(7) Character Expressed By Voice - A dull voice portrays 
an indifferent person; an oversweet one shows insin- 
cerity. What does your voice express? 

(8) Nervous Deliver y - Think of your message, not yourself 
and your nervousness. 

(9) Liveliness of Expression - Make your delivery cone 
alive with enthusiasm. 

(10) Forcefulness - Inject conviction into your message. 

(11) Sincerity - Believe it first; then say it as if you 
believe it. 

(12) Clarity - Above all else, be clear. 

(13) Tempo - Use. a frequent change in pace to retain 
interest. 

(14) Pauses - Make proper use of pauses for emphasis and 
rest . 

c. Poor Speaking 'Habits 

The following poor speaking habits distract the audience's 
attention, and show the speaker's nervousness. It takes 
practice to overccme such habits. 
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continuous blinking of the eyelids 

nose -picking 

twitching the eyebrows 

cracking the knuckles 

biting the lips- 

scratching the head 

shrugging the shoulders 

smacking the lips 

protruding the tongue 

licking the lips 

jerking the lips 

pulling the ears 

tapping the floor with the foot 

swinging a crossed leg 

corrugating the brow 

twiddling the thumbs 

finger tapping 

stroking the chin 

lacing and unlacing the fingers 

tugging at collar or tie 

pursing the lips 

moving the chair ever closer 

swaying the body while sitting or standing 

twitching the cheeks 

making the chin tremble 



8. Show Projectual BC4 - 6, "Some Speaking Don'ts*^ and BC4 - 7, 
'^Nervous Speech Habits". Ask students how a person can correct 
poor speaking habits. 

Suggestion : 

a. Practise in front of class using evaluation sessions. 

b. Use videotape to see oneself. 

9. Read and discuss Sections 5 and 6 of the Readings. 



5. Rating Speeches 

a. Here is one type of rating sheet for your speech. You 
can also use it to rate the speech of others. 
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BC4-6 SOME SPEAKING DON'TS 



mij ..11 «..v»8 3sn— )isvw ..oi»..va 



i9C 'ON uijoj 

i \ 



^ 



SOME ^PeAKINO^pON TS 




SHOUTER 
MUMBLER^ 



ALSa.:DON'T USE.. 




coMPQummHEmm 

, ACrmANTAGOmMS 



• TECHIHCE UHPIATE* 

ii38wnN iviaas 



• TfCHIHGE 1EMPLATC* 
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BC4-7 >ERVDUS SPEECH HABITS 




poor posture hands folded . arms folded play w. objects scratch & pull 
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SPEECH ITEMS 


Excellent 


V. Good 


Good 


Fair 


Poor 


Speaker's 
Score 


Opening (Appearance, 
introduction) 


15 


12 


9 


66 


3 




Voice (Pitch, tempo, volume 
§ Enthusiasm) 


10 


8 


6 


44 


2 




Body Movement (Gestures, 
poise, eye-contact, 
mannerism) 


10 


8 


6 


44 


2 




Organization. (Logic, 
clarity, -suitability, 
coherence) 


20 


16 


12 


88 


4 




Mechanics (Diction, 
grammar, pronunciation,, 
vrard picture) 


10 


8 


6 


44 


2 




Closing (Summary, 
conclusion) 


15 


12 


9 


6 


3 




Effectiveness (Was purpose 
achieved to impress, 
inform, persuade?) 


29 


16 


12 


8 


4 




TOTAL- SCORE 


100 


80 


60 


40 


20 
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b. The Speaker Analysis Chart 

Below is another chart you can use to analyze yourself or 
other speakers, . v 



SPEAKEll ANALYSIS CHART 



NAME 



DATE 



FAIR GOOD EXCELLENT 



A. Delivery 



B . Voice 



C. Interest 



Stance 

Attitude 

Gestures 

Enunciation 

Emphasis 

Range 

Knowledge o£ topic 
Preparation 
Attention holding 



I like you as a speaker because: 



May I suggest that you: 



How to Use the Speaker Analysis Chart 

First write down the speaker's name in the space provided 
at the top o£ the sheet and the date. Then place a tick in 
one o£ the coluiPns marked' FAIR- GOOD-EXCELLENT for each item 
listed which in your estimation is the manner in \diich the 
speaker appeals to you. For instance^ under: 
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A. Delivery 



Stance 



Attitude 



B. Voice 



Gestures 



Enunciation 



Emphasis 



Range 



C. Interest 



Knowledg*^ 
o£ Topic 



Preparation 



ERIC 



Did the speaker have a 
good platform inanner? 
Did his physical actions 
distract from his talk? 
Did he move about, rustle 
papers, move objects, lean 
over the podium or against 
it? Or did he hold your 
undivided attention? 

Was he enthusiastic about 
his subject? Was he 
friendly toward the 
audience? 

Were his gestures feeble, 
noticeable, well emphasized? 
Did his gestures help him 
in his talk? 

DicJ he pronounce his words 
clearly, distinctly and 
correctly? Did he slur 
or mispronounce any words? 
Did he use too much slang? 

Did he place any emphasis 
on key words or sentences? 
Did he talk in a steady 
monotone? 

Did he have control of his 
voice? Could he raise, 
lower, strengthen or soften 
his voice at will? Does 
he need training in voice 
control? 



Was the speaker doubtful 
about his talk? Did he 
have to continually refer 
to his notes? Did he 
speak with confidence and 
a voice o£ authority? 

Did the speech sound as 
though little preparation 
and thought had been given 
to it? Was it easy to 
follow and understand, 
thereby showing good 
preparation? 



453 



BC4 



Attention 
holding 



I Like You 
As a Speaker 
Because : 



Did your thoughts wander 
away while the speaker was 
talking? Did the speaker ' 
hold your attention right 
from the start? Did he 
influence you so that you 
wanted to do something 
about what he had to say 
because of the convincing 
way he spoke? 

Do not hesitate to compli- 
ment the speaker on his 
good points as a speaker. 
Tell him if his platform 
maimers are good; his 
voice is pleasant; his 
gestures are effective; 
his preparation is thorough; 
his presentation is inter- 
esting; or anything else 
that appeals to you because 
of his way of speaking. 

Under this heading laake 
any suggestions that will 
be helpful and encourage 
the speaker to irnprove 
himself. For instance - 
stand steady and do not 
sway so much; put more 
force into the tone of 
your voice; smile once in 
a \diile, do not be so 
serious unless it is 
necessary; relax; be 
natural; use your hands 
and arms to gesture; spend 
more time on preparation; 
practise deep breathing. 

Be sincere and honest vihen marking an analysis sheet, for it 
means so much to the speaker concerned. You are in this 
course in order to improve yourself. So is the other fellow. 
An encouraging frank analysis chart from every member can be 
the turning point for rapid improvement in effective speaking. 



May I Suggest 
That You: 
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6 . SiuiTiiKiry 



Loaniing yood .speech luihits is not easy. Jlowcver with' 
pr:xtice and vith feedback from videotape and your fellciv 
student?;, you can greatly improve your ability to speak. Most 
loaders arc people who have learned how to he effective in 
conmmieat ing with groups. 

. . . - - i 

10. Instnict each studeiit to prcpaz^e and yive a two-minute talk on c-m 
assigned topic or a topic the student has chosen, 

11. Many people communicate dif fcrejitiy on a telephone than tliey do - in 
!acc to face contact , perhaps because they cannot see the person to 
whom they are speaking. Arrange, if possible^ to role-play different 
business situations oi\ a telephone; use two different telephones 

50 students can simulate a real situation* If a tape recorder with 
telephone hook-up is available, record the conversation on tape. . 
Play l.-jack the -conversation later. People who are not used to 
speaking over the telephone arc sometimes rather hesitant. Since 
the telephone is such a common convenience in business, students 
should learn telephone courtesy. They will often be judged by the 
weiy, they soiuul on^ the telephone. " ' 

1-2. l.:valuatc the role-playing situations. Did students sound different 
.. ■ than they expected? 

13.: Show film, ^^Telephone Courtesy". (15 minutes) 

a. Setting - advertising agency in big city. The principles 
illustrated in film can be related to' situations in small 
businesses . . - ' ■ V 

b , Simimary of film content (including instructions on how to use) 

(1) Shows manager of advertising agency phoning his office 
(after his car has stalled on a rainy morning) to report 
that he can^t make a meeting, etc. Manager is very 
impatient and impolite on the phone. 

(2) Vtirious other phoning discourtesies are shohTi. Adverti- 
si]ig agency eventually loses the account of a client 
because of its poor phone habits. 

(3) Manager calls on telephone company representative to help 
improve the telephone habits in his business. He gets 
advice on how^ to use courtesy and common sense in 
phoning. 
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The suggc:stiojis he gets are: 
ai^swei' proinptly 

- identify yourscir 

- l<eep, a pad and pencil ready 

- leave a message (wheji you are aa^ray from your phone] 
to indicate where yoii are 

- place and. receive your a\\ri calls 

- keep a list of frequently-called numbers 

- don^t always ask "AVho's calling'^ 

• - if you have to leave tlie phone for a minutes, 
exi:)lain why 

- indicate that you imderstand wiiat the otiier person 
is saying . • ^ 

- end calls correctly, e,g., ^'Thank you - goodbye'* 

(4) The film hen shows how smoothly everything in the 

advertising agency would have gone if everyone would have 
followed the above instructions^ 

Discuss tlie film. Replay if necessary. List above phoning 
suggestions on flip chart and discuss. Relate to phoning 
in the small business, 

14. Show film, '*Js There Comjnunication UTien You Speak?*' (15 minutes) 

a. Setting : University of Iowa campus - speech class for 

engineers. / " . 

b . Suinmary ,of Film Content (including insUactions on hoi\^ to use) 

(1) Shows engineering student, Bill Williams, in classropm. 
taking a class in speaking. 

(2) Professor is at front of classroom and says: ^'Utien you 
speak, you want to transfer an idea to another person." 
Then he talks about speech as transferring an idea from 
the mind of tiie sender to the mind of the audience. 

(3) Shows Bill giving directions to a female student on how 
to find a partir:ular building on campus. Bill does a 
poor job. 

. (4) Professor analyses Bill's poor direction-giving. He 

mentions "the ability to communicate to people is a skill 
everybody needs". Professor illustrates the communication . 
system on the blackboard and wiiile he does, Bill thinks 
back to his poor direction-giving. Professor^s illustra- 
tion is :is follows: 

sender audience 

0 

(A) 0 

0 0 
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Professor explains: "A is an idea you want to get across. 
If real conminication takes place, then idea A will be 
created in the minds of the audience. If coiimmication 
isn't effective, then the audience may get ideas B, C, 
etc., or no idea at all. UTicn real communication takes 
place, the sneaker can sense a response coming back from 
his audience frnKDHACK}." STOI^ the film and draw above 
sketch oji the flip chart. Replay above portion of Tilm 
again, if necessaiy. Discuss. 

f5) Film shows class members giving speeches. Shows how a 

speech should be organized. That is, pui^pose, main idea, 
supporting details, etc. Sl^OP here and discuss how to 
prepare and organize a speech. Refer back to Section 5 
of the Readings. Replay above portion of film if necessary. 

(6) Bill tells what other things the class learned about 
speaking commimication. Professor illustrates that "more 
than uords" communicates. [le draws a diagnun to show 
that both verbal and visual signals are communicated to 
the audience. 

(7) Film shows examples of students' speeches. Some are good, 
some bad- Students discuss different things about 
speaking. For example, practice needed, need for audience 
reaction, need for speaker to identify with audience. 

(8) Film ENDS with a sum-up by the professor .and with a* 
discussion by Bill on the importance of feedback (circular 
response) from the audience. Instructor should de-emphasize 
this last part of film. 



Indicator 



15. Have each student prepare and deliver a two or three minute talk 
on a topic of his choice. Use resource nerson to help evaluate 
the speeches if convenient. Use videotape recorder as an alternative. 
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SUBJECT 
LESSON BC5 



BUSINESS COMMUNICATIONS 
CONDUCTING BUSINESS MEETINGS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

In this lesson students will leam how to conduct meetings. It 
is very likely that tlie students at one time or another will be asked 
to act as chairman for a business or community meeting. 

Ihe students should take every opportunity available to practise 
their skills in handling a meeting. As they gain se'if- confidence, they 
will.be able to do a more effective job of chairing a meeting. 



OBJECTIVE 

Given a meeting situation, the student will be able to organize 
and conduct a business ineeting. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Adult Education Association of the U.S.A. Streamlining Parliajnentaxy 

Procedure. Leadership Paii?)hlet #15. Chicago: Adult Education 
Association of the U.S.A. 

2. Lobingier, John. Business Meetings That Make Sense . New York: Crowe 11 

Collier and Macmillan Inc. 



RESOURCES REQUIRED 

1. Film, * 'Parliamentary Procedure" (22 minutes)* 

2. Flip chart. 
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METHODOLOGY 

1. Hand out Readings. 

2. Read and discuss Purpose and Introduction. 



PURPOSE 

The purpose o£ this lesson is to show you how to prepare for 
and. conduct a business meeting. 



INTRODUCTION 

As businessmen and leaders in your communities, you will be 
expected to be able to conduct msetings. Many people worry un- 
necessarily about accepting the job of chairing (coriducting) a 
meeting. 'Ihey are not sure of how a meeting shoiold be run. 

The ability to conduct a mseting will help you be, a better 
businessman and community leader. 



OBJECTIVE: GIVEN A MEETING SITUATION, THE STUDENT WILL BE ABLE TO 
ORGANIZE AND CONDUCT A BUSINESS MEETING. 



Stimulus 

3. Ask: "From your experience, v^at do you think are some of the 
causes of poor meetings." List reasons on the flip chart. 



Clarify Problem 

4. Discuss points listed on flip chart. Ask students if they can 
suggest ways to overcome these problems. 



Provide Information 

5. , Read Section 1 of the Readings. 
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1. What Makes a Good Chairman? 

To become a good chaixman you must learn to understand 
people and deal well with human situations. The chairman 
should take a real interest in people. . 

Ihe main job o£ a chairman is to get each person in the 
meet^jig to speak his ideas. As the chairmaa, you should see 
that all people in the meeting are given a chance to par- 
ticipate. (Ill any groi^) it is easy to see that the more 
talkative people tend to -push the quieter ones to one side 
and put them down. The quieter people are usually self- 
conscious poor speakers and afraid to express themselves. 
Do not let one person do all the talking.) 

A good chairman has to be even-tempered; he has to be 
synpathetic, kind, reasonable, a good listener; he has to 
be firm and able to control the meeting at all times; he has 
to draw out all points of view and direct the discussion so 
that a satisfactory decision is reached. 

Really the chairman is a referee - whose job is to see 
that the game (or meeting) is played fairly. 



6. Discuss. Instructor can mention that, with practice, anyone can 
learn to be a good chairman. 

7* Read Section 2 of the Readings, 



2. TWo Kinds of Business Meetings 

a. Informal , Ihese meetings have very few rules and are 

. more like talks or discussiois. Informal meetings are 
very useful in business. For exanple, you may hold an 
infotmal meeting with your workers to discuss problems 
you may have wiBi pay cheques. 

b. Formial > These are meetings that follow a set or rules 
known as '•Parliamentary Procedure". Such meetings are 
usually held regularly each month or year. For ex- 
ample: Ta;vn Council, Recreation Cltfo, or Board of 
Trade meetings. 
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The rest o£ these Readings will deal witla formal 
nieetings , 



8. Discuss. Instructor can mention that even thou^ a meeting is 
informal, it still requires someone to lead discussion. 

9. Read Section 3 of the Readings. 



Preparing for a Meetiag 

Before the meeting you, as chairman, should meet with 
several of the key people in the orgaaization or community 
to agree on the purpose of the meetiag and to draw up an 
agenda. Never start a meetiag without an agenda. An agenda 
is a list of tilings to be covered by the meeting. 

Here is a suggested agenda to use as a guide when you 
are arranging a meetiag. 

AGENDA 

a. Call the meeting to order. 

b. Have secretary read minutes of last meeting. 

c. Have secretary read any letters. 

d. Treasurer's report. 

e . Report of committees . 

f. Ihfinished business. 

g. New business. 

h. Adjournment of business part of meeting. 



10. Discuss. The students should realize that althov:h the agenda is 
prepared before the meetings, the agenda shoiiLd .a approved by the 
people attending the ^meeting. 

11. Read Section 4 of the Readings. 



How to Conduct a Business Meeting 

Ihe following siii^Dle rules will be very helpful as a 
guide in keeping the meeting in order. 

a. In most cases a meeting operates under a constitution. 
A constitution states: 
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(1) The name o£ the association or clijb, 

(2) The purpose o£ the association or cli±>. 

(3) Officers and their duties. 

(4) Regular comnittees and their duties. 

(5) Qualifications for neiribership and fees. 

(6) Nomination and election procedure. 

(7) Bylaws - stating rules of order 

- number of nenbers required for 

- style of agenda 

- tine and place of meeting. 



a. quorum 
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b. If, however, there is no constitution to govern the 
rules conducting the meeting, then you will be safe 
and correct in following these simpl-^ rules. 

(1) Call the meeting to order 

You should make sure there is a quorum of meiAers 
present, otherwise the meeting cannot pass a 
motion on any business affecting the club or or- 
ganization as a whole. 

(2) Open the meeting 

You may open the meeting by stating the purpose 
of the meeting; then ask the secretary to read the 
minutes of the last meeting. 

(3) Secretary reads minutes 

The secretary rises and reads the minutes. MpJce 
sure the minutes are read carefully and c7.early. 

Ask if there are any errors or omissions in the 
minutes. If not, you state that they are satis- 
factory and the secretary will pass them to you 
for your signature. However, if you wish to have 
them approved and accepted by a motion from the 
menbership, you need only say: "The minutes of 
such-and-such a date have just been read. Will 
someone inove a motion for adoption?" It is so 
moved by one meiiber and seconded by another^ You 
repeat the motion and then put it to a vote by 
the raenbers and declare the result. If there hap- 
pens to be an error, someone says: '!Mr. Chairman, 
I believe there is an error in the minutes." Ffe 
then says vftiat he believes to be correct, and, if 
the menbership agrees , the correction should be 
made immediately. Such corrections may be made 
by motion and passed if the correction is not made 
before the meeting approves the minutes. 

(4) Treasurer's report 

If your club or organization has a treasurer, you 
should call vpoa him to present his report to the 
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♦ in^nbership. I£ possible the report should be 
written, and after presentation, given to the re- 
cording secretary • 

(5) Report of committees 

If, at some previous ineeting, a committee was set 
up to look after something for'tlie msnbership, you 
should call upon tlie diaiiman of the committee to 
give a report. If the committee's job is unfin- 
ished, a progress report should be given. 

(6) Business arising out of tlie minutes 

Ihis involves any motions postponed from the last 
nieetiag. Such unfinislied business is disciossed 
and, i£ possible, successfully dealt with. 

(7) New business 

In order to direct the affairs of an organization 
meeting correctly, all items of business are pass- 
ed by the meeting on motions. One nenber will say: 
'T4r. Qiairman, I would like to move that sudi- - 
and-such a thing be done," Another member rises 
and says: 'Mr. Chairman, I second that motion/' 

You may tlien say: "It Has jiost been moved by Mr, 
So-and-So that such-and-sucli a thing be done. Ihis 
was seconded by Mr. So-and-So. Is there any dis- 
cussion?" Lhtil you have repeated the motion, 
there should be no discussion from any of tlie mem- 
bers. 

Every person speaking for or against tliis motion 
must stand up and address you, the chairman, be- 
fore speaking about the nration. The mover or 
sf>conder should be the first to speak on the mo- 
tion. If the motion is a touchy one, you should 
control the discussion, by. allowing each person to 
speak only once and then only for a limited time. 

^Vhen the .iiscussion is ended, you put tlie motion 
before the meeting and take a vote. You announce 
the result in favour or against the motion and it 
is recorded in tlie minutes. 

Amendments to motions cause many a headache to a 
chairman, 

A sin5)le amendment has to be closely related to the 
main motion, so that the general idea is not. 
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dianged. A motion can be amended by three things: 

(a) by putting in or adding words ; 

(b) by taking out words ; 

(c) by taking out and putting in words. 

You should realize that proper procedure simplifies 
the conduct of a meeting. You are the chairman. 
It is up to you to see tliat the meeting runs 
smoothly and is kept alive. 

Do not allow the discussion of anymotion to drag. 
When the discussion becomes dull 'and nothing is 
being added, suggest to tlie meeting that a vote be 
taken. Sometijres a vote my be a tie and it is up 
to you, as tlie chairman, to break tlie tie by voting. 
In sudi instances, you should be against the motion. 
Ihis leaves the motion open to bring up again at a 
later* date and gives both sides a chance to think 
tlie matter over. 

(8) Adj oumment 

Mien you have conpleted your agenda, ask someone 
to make a motion to adjourn the meeting. 

No further discussion can take place if the motian 
is carried, and tlie meeting is ended. 



12. Discuss each point. This section can serve as a reference when 
the students practice conducting a meeting. 

13. Show film, ' 'Parliamentary Procedure'' (22 minutes) 
a. Summary of Film 

(1) Film Setting: shows a group of people holding a meeting. 

(2) Film Content: The first few minutes show what happens 
v^en the meeting operates with, no rules. 

The remainder of the film illustrates in detail how a 
meeting should be conducted using parliamentary pro- 
cedure. 

Some points dealt with in the film are: 
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moving the motion 
seconding the moticai 
amending the motion 
calling for the question 
the role o£ a chairman 
the role o£ a secretary 
a point o£ order 
a question o£ privilege 
an appeal o£ the chair. 

Each o£ these points should be discussed. Replay portions 
o£ the £ilm i£ necessary, 

-Ask the group to suggest meeting situations £or role -playing a 
meeting. Each student should take turns acting as chairman, 
secretary, etc. 

Encourage students to practise parliamentary procedures in student 
council meetings, business project meetings, etc. 

Read Section 5 o£ the Readings. 



5. Summary 

Conducting a meeting often looks easy when, you observe 
a skilled chairman. However, v^en actually conducting a 
meeting you will discover that it requires preparation and 
practice to be a good chairman. 



Indicator 

16. Ihe objective o£ the lesson is a Img-term one. Ihe instructor 

shouLdrhelp students acquire skills involved in conducting meetings 
at every available opportuiity. 
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SUBJECT OFFICE PROCEDURES 

t 

LESSON OPS HANDLING MAIL 



INSTRUCTOR'S GUIDE 



OVERVIBV 

The owner -manager spends a large percentage of his time using com- 
munication skills speaking, writing, conducting meetings, etc. No 
matter how great his skills are, there will be no real communication if 
the person with whom he is trying to communicate does not receive the 
message. Verbal communication with a person who cannot hear or under- 
stand the message being sent is an exercise in futility, as is written 
communication with a correspondent who does not receive the paper on 
which .the message is written. 

In this lesson the student is asked to discuss methods that will en- 
sure that the written communications he receives or sends are properly 
handled in order to complete the communication process. Letters sent to 
the wrong address or not opened, and contents of envelopes being mis- 
placed are just a few examples of the breakdown of communication. Set- 
ting up good procedures* to handle and sort mail will help the conimmi- 
cation process. 



OBJECTIVE 

The student will discuss the necessity of having a proper method 
of handling the mail. 



RESOURCES REQUIRED 
1. Flip chart. 
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METHODOLOGY 



1. Hand out the Readings. 

2. Read the Purpose and Introduction Avith the students. 



PURPOSE 

The purpose of tMs lesson is to discuss why mail shoiild be 
handled properly. 



INTRODUCTION 

Businesses send and receive a lot o£ mail. In business you 
will receive letters from your customers, suppliers, government 
agencies, and others interested in your business activi,ties. You 
will send letters to customers, government agencies and suppliers. 
You might also send merchandise through the mail. If you don't 
set up procedures for handling incoming and outgoing mail you 
could have total confusion- 



3. Discuss and clarify Purpose and Introduction. 



OBJECTIVE: THE STUDENT WILL DISCUSS THE NECESSITY OF HAVING A PROPER 
METHOD OF HANDLING THE MAIL. 



Stimulus 



4. Have students list on a flip chart the various types of mail a 
business might receive and send. 

5. Ask the students if they can think of any problems that might arise 
in the handling of mail. List the problems on the flip chart. 

Clarify Problem 

6. Discuss and clarify the problems listed* 

7. Ask the students how they would overcome the problems listed. The 
solutions should be discussed. 
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Provide Information 

8, Read Section 1 o£ the Readings and discuss. 



CONTENT 

1. Handling Incoming Mail 

'Che mail, as you receive it from the Post Office, is not 
sorted as to whom it is from, what it deals with, and when 
action is required. The job of sorting the incoming mail is 
your "job. Besides containing items that deal directly with 
your business^the mail might also contain personal mail for 
you or members of your family, or employees. It will likely 
also contain advertising and other promotional material not 
of real interest to your business. The reason for sorting 
the incoming jnail is to separate it so information of impor- 
tance to your business is brought to your attention. 

Here are a number of steps to follow that will help en- 
sure incoming mail is handled efficiently. 

Sort the mail into three piles using the following 
guidelines . 

Pile 1: Personal mail addressed to members of your 
family and to employees. 

Pile 2: Mail addressed to the business, the owner- 
manager, or to a management position. 

Pile 3: Advertising, promotional letters, pamph- 
lets and other "junk*^ mail. 

Open all letters^ in the pile of mail addressed to 
the. business (Pile 2) . 

Separate this mail into varioLis categories: 

a. requests for information by customers 

b. payments by customers 

c. merchandise orders from custoirers 

d. statements from suppliers 

e. mail from government agencies 
£. miscellaneous 

NOTE: Make sure to include the envelope with each - 
mail item so that you have the return add- 
ress of the sender. 



Step 1: 



Step 2: 
Step 3: 
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Step 4: I£ the items are o£ concern to others in the busi- 
ness, make sure they receive the mail item immedi- 
ately after sorting. 

Step 5: Mail containing money and/or cheques should be en- 
tered in a mail book. This is a book in which you 
write the name, address, and amount o£ the money 
or cheque. Entries could be as follows: 



DATE 


NAME a ADDRESS 


ITEM 


AMOUNT 


19 

April 10 
10 
13 
• 20 


John Tees, Yellow Creek 
Jack Smart, Yellow Creek 
Mary Doe, Stoney Hills 
John Tees, Yellow Creek 


Cash 
Cheque 
Cash 
Cash 


50.00 
25.00 
23.00 
10.00 



The purpose o£ the mail book is to give you a record o£ 
money received through the mail, when it was received and 

from whom it was received. 



After being entered in the mail book these items must 
be posted to the appropriate bookkeeping records. 

Sorting the incoming mail into the different piles will 
bring to your attention those items which must be acted on 
immediately. 



9. Compare the procedural steps outlined in the above Readings with pro 
cedures suggested in Point' 7 above. 

10. Read cZ^ction 2 of the Readings and discuss. 



2. Preparing Outgoing Mail 

You will have to send letters, orders*, statements , forms, 
etc. to your customers, your suppliers, government agencies, 
and other businesses and people concerned with your business 
activities. In the Business Communication subject area you 
study and practise how to write business letters and reports. 
In the FAB subject area you learn how to complete various 
government forms and statements. When you are in business 
these forms and statements must be returned in time or you 
may have to pay a fine. In business you might also be re- 
quired to send valuables by mail bank deposits, merchan- 
dise, equipment to be repaired or returned. Since these 
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.items arc vciluable they should be sent by registered mail in 
order to protect yourseil: against loss. 

ilcre are some steps you c:m follow for preparing out- 
going mail: 

Step 1: Make sure all mail is properly addressed., Clieck the 
address ''to whicli 'cacl) item is being sent and make 
sure your return address is on the envelope. 

Step 2: Make sure all items Iiave the correct postage on 

tlieiiu You cajn get a schedule of postal rates from' 
any Post Office. Tliis schedule will indicate the 
postage rate for the various classes of mail. 

Step 5: If an item is being sent C.O.D. make sure you have 
included all the required merchiindise - don't 
back -order. Check with the Post Office for tlie 
right way of sending C.O.D. 

Step 4: If you are sending something by registered mail you 
will receive a receipt' from the Post Office. File 
this receipt in a Registered Mail file folder so 
that if you receive notification tJiat mail has not 
arrived at its destination you can produce tJie re- 
ceipt from the Post Office. 

NOTE: If you are sending items by C.O.D. or by re- 
gistered mail you will be required to pay 
the .Post Office for use of these services. 
The payment is considered an expense. IVhen 
yoti pay for these services make the appro- 
priate entries in your book using the re- 
ceipts as your vouchers. 



11. Compare the procedural steps outlined in the above Read; ags with 
procedure suggested in Point 7 above. 

12. Summarize lesson by Reading Section 3 of Readings. 



3. Summary 

The most common way that you will communicate with other 
businesses, government agencies, and interested parties is by 
mail. Knowing how to write good business letters and how to 
properly fill out required forms is very important; another 
inportant job, which, businessmen unfortunately overlook is 
that of properly handling incoming and outgoing mail. The 
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best written business letter in the world is useless if it 
is sent to tlie wrong ncr^-on. You may miss cin importajit deal 
if an incoming letter isn^t opened until a week after re- 
ceipt or if it is misplaced entirely. 

A simple job such as handling the mail efficiently and 
rapidly can, in fact, liave far-reaching effects on your 
business. By using methods that allow for an effective licind- 
ling of the mail that your business receives and sends, you 
will present to your correspondents a positive image - a 
montil picture of an efficiently-managed business. 



Indicator . 

13. Have tlie students discuss whether or noi: proper mail handling is 
important to a small business. 
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M/\NAGr'>n.lOT PROCESS 



LESSON MP7 



TIE I^LANNING FUNCTION 



INSTRUCTOR'S GUIDE 



OVfRVIHlV 



The students have been introduced in previous lessons to the idea of 
management J and have had a few lessons in a number of subject areas. They 
have seen that .management involves four functions: Planning, Organizing,. 
Directing and Controlling. These can he quite general words unless they 
are considea'^ed in the context of business. 

In this lesson the student looks' at what_is usually considered the 
first phase of maiiagement . Certainly planning is necessary prior to 
starting a business, as the lesson points out, but it is also essential 
for the student to see planning as an on-going activity. Since a manager 
cannot foretell the future^ the further ahead he plans., the more factors 
will be uncertain. As time goes by there is need to up-date the plans to 
fit the new facts. 

Some students may have an idea that planning is impossible or very 
difficult because there are so many variable factors. It is certainly 
true that planning is not easy, yet a business that does not plan often 
fails. 

The lesson's puri:>ose*is to give the student an overview of what 
planning is about. The details of planning are covered in the Finance, 
Accounting, and Bookkeeping. (FAJ^ subj ?ct where lessons dealing with bud- 
gets, working capital, source of financing, and finaiicial statements are * 
seen. In fact the FAB lessons provide the tools for financial planning, 
Tlie Personnel Management, Marketing, amd Production Management lessons 
provide the knowledge required for planning in these areas. 

This lesson will be most effective if the instructor can draw on his 
own experience and that of the students to illustrate the content. 
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OIUliCTIW: 

J 

Given a business situation, the student will be able to describe the 
type of planning which sliould be done, rind when the planjiing should take 
place. 



RI-FRRENCF MATCRTAI. FOR INSTRUCTOR 

1. Flippo, F.dwin B. Management: A Behavioral Apin^oach . Boston: M\\n\ 

and Bacon Inc., 1970, pp. 21-82, 

2. Sisk, Henry L. Principles of Management . Cincinnati: South Ivestcrn 

Publishing Company, 1969, pp. 77-188. 



RESOURCES REQUIRr:D 
1. Flip Chart. 



METHODOLOGY 

■1. Hand out the Readings 

2. Read the Purpose and Introduction 



PURPOSE 

This lesson will exainine the first function of management: 
planning. 



INTTRO DUCTION 

In lesson MP4, 'IVhat is Management", we saw that management is 
the co-ordinating of people's efforts to reach a goal. We also saw 
that management consists of four functions: planning, organizing, 
.directing and controlling. 

Planning is often considered the first function since little 
can be done before we have plans of what we want to do. 

From personal, experience we know that we need plans to co- 
ordinate the efforts of a, number of people so each xsrill know what 
has to be done, who has to do itj and when it has to be done. 
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If we want to organize a dance, plans will have to be made. 
Where will the dance be? What orchestra will play? Who will 
prepare lumch? What should we have for lunch? Will refreshments 
be served? How much is required? Who will make purchases? 

In addition, we will want to know what to charge at the 
door.. In order to figure this out, we will want to know the cost 
of the hall, the orchestra, the lunch and the refreshments. To 
estimate the cost of the lunch, we need an estimate of the number 
of people who might attend. The price that refreshments will be 
sold at must also be determined. With this type of information, 
it is possible to arrive kt ar. estimate of expenses , and receipts 
and expected profit. 

In this lesson we will define planning more precisely. We 
will then look at the types of planning, and finally we will 
consider the steps involved in planning. 



3. Discuss and clari / the Introduction, 



OBJECTIVE: GIVEN A BUSINESS SITUATION, THE STU'DENT WILL BE ABLE TO 

DESCRIBE THE TYPES OF PLANNING WHICH SHOULD BE DONE, AND W[LL 
BE ABLE TO INDICATE WHEN THE PLANNING SHOULD TAKE PLACE. 



Stimulus 

4. Have the students work in groups of four or five. 

5. Ask each group to take a business of their choice, and to list on a 
sheet of paper all the planning jobs which a manager of a small busi- 
ness must do , 



Clarify Problem 

6. When the students are finished ask them to gather into one large group 
and share the planning jobs. Have a representative from each group 
indicate the type of business the group has chosen, and then have him 
list the types of planning to be done. Have someone list these plan- 
ning jobs on a flip chart. Exairple: plan store location, loan re- 
quired, 'expected sales volume, expected expenses, profit, and time 
merchandise is required, etc. 

7. . When each group has finished.have group discuss each others' lists 

and have the group add to the lists. 
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Pro\d.de Information 

8* Read Sections 1 and 2 of the Readings. 



CONTENT 

1 . Planning Defined 

Planning can be defined as tlie laying .ut, preferably on 
paper,, of a future course of action. 

Since our concern is with business, planning here involves 
predicting tlie future of tlie business operation; it is a mat- 
ter of considering alternative possibilities and selecting the 
best. 

In much the same way as. with the organization of a social 
event, the operation of a business requires planning. Infor- 
mation is needed about expected sales, finances required,' per- 
sonnel or staff require^d. If the business is one involved in 
the production of a product, there is need to know how mudi 
material may be needed in tlie production process, and when it 
will be required. 

In all businesses, there is a need to know tlie expected 
profit of the business. Ihis means tliat an estimate of ex- 
penses and revenue is therefore required. It requires con- 
siderable work and planning to obtain these figures. 

Planning is not limited to the work that must be done 
before a business starts. 'Ihe business is constantly chang- 
ing .because the world we live in is constantly changing. 
Eadi npntli and each year there are new and different cir- 
cumstances. How does a manager prepare for tliem? He pre- 
pares by tiying to foresee as best he can tlie factors which 
will influence the business. He plans for possible dianges 
in revenue and expenses. He plans for needed dianges in 
the number of employees , for additional funds and for loan 
repayment . 

2 . Iirportance of Planning 

Ihe first few years of a business are the critical ones. 
Before starting the business the manager should foresee all 
aspects of the business. If there are gaps which are the re- 
sult of pool* planning, tlie consequences en be a serious set- 
back and even business failure. 

Before he can start a business the i- ag^r will have to 
make arrangements for tlie necessary loans. He will h^ve to 
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approach a bank or other lending institution. The lending 
agency will want information on what the manager expects to 
do with the money, what profit is expected and how the money 
will be paid back. It also expects the manager to do plan- 
ning before he applies for a loan. 

When the planning has not been adequate, expenses may 
be forgotten, or revenue poorly estimated. This can mean 
a difference in the profit expected from the business. 
Great care must be taken in foreseeing the financial needs 
of the business as well as the profitability of the business. 
No one wants to start a business which does not have a chance 
to succeed. 

Planning is also necessaiy to see what products or 
services will be provided, and'what quantities and qual- 
ities the customers are interested in*. If the wrong de- 
cisions are made, the products may stay on the shelf a 
long time. This can mean a serious loss to the business. 

The information supplied by planning is essential for 
the business manager as well as for other people, such as 
bankers and lending agencies j who deal with the business. 



Discuss Readings: Instructor may provide experience of planning he 
has had, or ask students who have been in business to talk about 
planning they have done or difficulties they have experienced when 
planning. 

10. Ask students whether most o£ the businessmen they know do some plan- 
ning. Ask them in what areas planning in the businesses is weak 

or strong. 

11. Read Section 3 of the Readings. 



3. Tendency to Neglect Planning 

While most people studying business management will 
readily admit that planning is essential, in actual fact 
many businessmen neglect to take the necessary time to 
plan, and so failure or poor performance results. 

There are a number of _reasons why planning is often 
neglected! 

a. The pressure of work is often a cause of poor or in- 
adequate planning. Planning is a function which can 
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be postponed. Unless priority is given to this 
function it can easily be put aside with disaster- 
ous effects. If you have a choice between waiting 
on a customer and doing some planning, the customer 
will be attended to. 

b. Often before a business is started the manager has 
a lack of appreciation of the need or value of plan- 
ning. He often lacks information to do planning and 
does not know how to get th^ informeition. Planning 
is therefore done in a haphazard way or not done at 
^ all. 



There is need for the manager of a. small business to 
set time aside in the evenings or weekends, or at some other 
convenient time, to determine the businesses future course 
cf action. Postponement of planning is dangerous uecause 
failure to plan results in ineffective action. There is no 
doubt that you cannot leave a customer waiting while you do 
your planning. You must so arrange your business that the 
customer will be served and yet you have time to devote to 
planning. 



12. Have students discuss the ease with which planning can be neglected. 
What are sane ways of overcoming the neglect to plan? 

13. Read Sections 4 and 5 of the Readings. 



Types of Planning 

Planning for a business operation should deal with all 
aspects of the business. Planning may be broken down into 
the following four areas: 

a. Planning for sales 

b. Planning for profit 

c. Planning for personnel 

d. Planning for production. 

Let us review each of these briefly. We will see that 
the lessons on the different subjects of the course provide 
much of the information which is required for planning.* This 
lesson's purpose is not to teach the details of planning; for 
example, details of financial planning are considered in the 
Finance, Accounting, Bookkeeping and Personal Finance subject 
areas. The purpose of this part of the lesson is to discuss 
the types of planning required by a business. 
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5. Planning for Sales 

The sales or marketing area of a business organization 
takes vn cill those activities necessary to influence a buy- 
er to purchase the- products or services of the organization. 

Answers to the following questions are necessary. Who 
are the customers for the product (s) or service (s) you offer? 
IVhat incomes do they have? What are their needs? Is the 
product (s) or service (s) you offer at a competitive price? 
How can you influence the customer to buy your product (s) 
or service (s)? Will better advertising, promotion, service, 
public relations, salesmanship and display help? Are the 
quantities and qualities needed by the customer available? 
How is competition likely to affect you? 

The answers to the above questions can be found in the 
lessons in the Marketing subject. Most businesses at some 
time will have to plan their sales approach. It must be 
realized that planning must be done frequently since con- 
ditions change. A manager who plans before he goes into 
business and then no longer plans for sales can quite easily 
see his sales decrease. Many businesses do not reach their 
full sales potential because they are not aware of the need 
for continuous planning. The information required for sales 
planning may not always be easy to obtain. It may mean 
searching through government reports, checking with other 
businesses, checking with specialists or doing some of your 
own investigation and research. As you will see in a later 
lesson, the purpose of sales or marketing is to satisfy the 
customer so he will buy your product or service. Your job 
is to plan to increase your sales.' 



14. Discuss Readings. Have students check their list of planning jobs 
•which are on the flip chart. Has each group provided for the various 
aspects of planning for sales? Discuss. 

15. Read Section 6 of the Readings. 



6. Planning for Profits 

Planning for profits is perhaps better known than other 
types of planning, because lending institutions often require 
a financial plan before they lend any money. 

Planning for profits means making an estimate of all ex- 
penses and revenue of the business in order to arrive at an 
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expected profit. 

The review o£ expenses should foresee all expenses 
involved. It should also foresee how expenses might be 
reduced, or whether the expense of a certain operation 
pays for itself. An example is the expense or cost of 
home delivery. Does home delivery pay more than the ex- 
pense involved? If not, the manager will want to consid- 
er whether he should continue or start such a service. 

The manager will also want to see how he can increase 
revenue. IVhat will be the effect of an increase in price 
of products or services? Can sales be increased by sales 
planning? Can costs of goods be d* ^.reased by purchasing 
in larger quantities? Can new types of merchandise be 
added to increase revenue? 

These are questions to consider in planning for profit. 
The lessons in the Finance, Accounting, Bookkeeping (FAB) 
subject will be a great help in planning for profit. They 
will show you how to prepare statements of expenses and 
revenue (Profit and Loss Statements) and how to prepare and 
interpret a Balance Sheet. These lessons will enable you 
to learn whether or not your business is producing a profit. 

The lessons in the FAB subject will also analyze how 
the money you have in the business is being used. Does the 
business have enough long-term capital? Does it have enough 
short-term capital or working capital? In order to plan for 
profit, you must know where to obtain needed capital at a 
reasonable rate, and you must learn to analyze whether the 
capital you have is being used efficiently. Is too much in- 
vested in machinery, in inventory, or in accounts receivable? 

The lessons in the course will provide the information 
required to do the planning for profit, and to establish the 
business policies which are required for continued good man- 
agement. Questions like the following must be answered. 
What will be the credit policy of the business? Should the 
business sell on credit? If so, how much? What effect will 
too much credit sales have? How much can the business afford 
to pay the manager or owner? 

Although you will learn a lot about planning for profit 
during the course, you will find that there are many other 
things you will need to know when you are in business. Learn- 
ing in business is a life-long job. 
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16. Discuss Readings.. As in previous section, sec if students CcUi-iiow 
add to their list on flip chart . for each category of luisiness, 

17. Read Sections 7 aiid 8 o£ tlie Readings. 



7. Planning for Personjiel 

. Many business managers forget that they need to plcui for 
employees. Mow many employees are required? How do you find 
the best employees? Hov! do you select the employee? How do 
you train the employee for the job? Flow do you coinmmicate 
with your employee so that he understands what is wanted of 

him? How do you maintain good morale in the business? How 
will you manage your employees? These are all important as-^ 
pects of planning for personni.4. 

Since labour costs are one of the highest variable costs, 
you will want to get the best perfoniiance possible from your 
employees while still treating them fairly. The int07Tiiation 
for planning for personnel is provided in the Personnel Man- 
agement subject in this- course. As you study each lesson 
ask- yourself, 'How can I use the information in this lesson 
for planning tlie business?*' 



8. Planning for ProctUL tion 

Not all businesses are involved in production. But 
for those that are, planning is essential. 

Production is the process of making a product from 
other materials. For instance, handicraft is a form of 
production where beads, leather, and thread are combined by 
using workmanship and talent to produce various handicraft 
products. Canoe manufacturing and furniture production 
are other examples of production. 

The secret to good production is obtaining the maximuiri 
amount of finished products from the least amount of mat- 
erial or labour. You should ask yourself, "Is there a better 
way of producing' that will -cut do\m on working time per unit? 
Is there a way to cut down on wastage of material?" 

Other factors which should be considered in plaJining 
■ for production are: 



481 



W7 



a. Is the product what the customer wants? 

b. Is the desigii one which will show workmanship to the- 
best advantage? 

c. Is ti' re a good market for the product? 

d. Is it possible to produCv. the qumitities required on a 
regular basis? 

e. Is it possible to maintain good quality in all products? 

f . Is it possible to produce a. number of products (diversi- 
fication) so that if one product has a decrease in sales, 
the business will still have sales from other products. 

g. Should you produce all products youri-elf , or should you 
purchase some products [if it can be done more cheaply)? 

h. How much raw material is required? Mow long does it 
take to order a new supply? 

i. How much inventory of finished product is desirable to 
meet consujuer demand? 

j. Wiat production capacity is required? iv'hat are the best 
machines for production? How much automation is requir- 
ed? 

k. KTiat is the best location for your production plant? 

iMear the market? Near the labour supply? Near the source 
of raw materials? 

These questions are some of the points that should be 
considered when planning for production. The lessons in 
the Production subject will help answer many of these. 
Some will require looking into various sources of inform- 
ation depending on the area of production in which you are 
interested. 



18. Discuss and complete list on flip chart as suggested previously. 

19. Suggest to students that planning involves certain steps . If the 
studv^nts have previously been introduced to the problem-solving pro- 
cess there will not be any problem here. If they have not previous- 
ly been introduced to problem-solving, they should see planning as 

a process of solving the problems of the future of the business. The 
steps to planning are typical of steps in problem -solving. 
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20. Read Section 9. Stop after each sub-section to discuss and illus- 
trate examples ivhich might clarify the Readings. 



Steps in Planning 

The steps in planning will be familiar to anyone acquain- 
ted with problem-solving. (Planning is the solution to busi- 
ness problems.) To be effective the six steps must be car- 
ried out ir- a systematic manner. 

a. Identifying the Problem 

The first -Step in planning is to know what problem has 
'to be solved. Until the problem is clear, it is im- 
possible to develop a sound plan which will provide an 
adequate solution. 

b . Collecting and Classifying Information 

The collection of facts may come from various sources: 
your o\\Ti experience, comparison with other businessmen, 
government people, consultants or experts such as law- 
yers or accountants. It is important to check out all 
information prior to using it in planning. 

c. Distinguishing Different Courses of Action 

Using your different information you will see ways of 
solving the problem. These courses of action should be 
carefully examined, and the advantages and disadvantages 
of e^'^h taken into consideration. 

d. Selecting a Course of Action 

Following the study of the different 'courses of actioji, 
the manager must decide which is the best for business. 
One plan may be best if a lot of money is available. 
The process of selecting a course of action is kno^vn as 
decision-making. 

e . Evaluating the Course of Action . _ 

The manager ^vill be able to learn from his experience 
and so improve his ability to make better decisions. 



21. Read Sections 10 and 11 and discuss. 



10. , Planning Time-Periods 

Plans in a business are usually made for short-term and 
long-term periods. The short-term plan may be a matter of 
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weeks, months or a year or two. The long-range plan is 
a plan for five, ten, fifteen or more years. . 

A manager should always have a short-term plan for 
sales, for production, and for personnel as well as a 
long-range plan which he adjusts as he goes along. He 
may need a number of short-term plans during the year. 



11. Summary 

The function of planning is one of tlie most 
important functions of management. Without adequate 
planning the other functions may have little value. 

Effective planning requires a disciplined approach. 
It is very easy to postpone plaroiing because of the day- 
to-day pressures, or because of the lack of infoimation. 

The lessons of the course provide much of the 
information required to do a good planning job. The 
manager of a business should not limit his learning to 
these lessons. He should constantly try to gather more 
facts and improve his planning skills. An occasional 
review of this lesson will facilitate the learning of 
other lessons, since it shows the reason for many of the 
other lessons in the course. 

I ■ . 

Indicator 

— ' 

22. Have students work in groups of four or five on the following 
problem: 

You have just started a tourist outfitting camp Which 
caters to tourists interested in sport fishing. Des- 
cribe all the areas of planning required prior to starting, 
as well as those required in operating the business. 

23. Have students go into the detail of the business: for example, 
planning is required for guides: who will they be, what training 
will they receive, what salaries? IVhat days off do they get? Do 
they get paid if there are no tourists? 

Students should examine every aspect of the business. The 
intention is not to have them plan the business, but to list the 
areas where planning is required. Some areas to consider are: 
details of expenses, revenues, profit, loan funds, staff require- 
ments, training needs, responsibilities, salaries, location of 
tourist camp, i^ayrnoril: on loan, promotion and advertising. These 
are some of iho aVcas a ma/iagcw* must plan prior to going into 
business. 
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24. Have students meet in large group. Have them list and discuss 

their list o£ planrdng needs. Review parts o£ lesson i£ necessary. 
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SUBJECT PRODUCTION MANAGEMEN^I 



LESSON PRODI . INTRaDUCTION TO PRODUCTION MANAGEMENT 



INSTRUCTOR'S GUIDE 



OVERVIEW ■ 

This first lesson introduces the students to the many aspects o£ 
production. In part this is done by a production game which provides 
insight in production. Tliis first lesson on production management 
.should be conducted even if the decision is made not to give all of the 
production lessons. 

Handicraft products and services and the operation of small scale 
production plants offer a way for many persons to make extra money or 
even to enter business for themselves. . 

Before starting a small production business you should know 
three things. The first is a knowledge of the product. A person 
selling handmade leather items for instance^ has to know: 

1, how to make them, or 

2. how to purchase them for resale. 

Such knowledge is necessary to ensure value to himself and his 
customers. 

Secondly, the person starting a small production plant must also 
have a basic knowledge of marketing. Who uses the product or service? 
. What kind of advertising will be necessary to induce them to buy? 
What is the best price (the one that carries value for the customer and 
profit for the owner of the business)? 

Finally, the owner of a small production plant must have a basic 
knowledge of sound management. Briefly, sound management means using 
valid information - facts and figures - to make decisions i\diich will 
result in profits. 
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Even though the prospective operator of a small production plant is 
an expert in his or her craft and there seems to be a demand for the 
product or service, he should not try to go into business without a 
basic knowledge of management. 

This introductory lesson discusses the many things that are 
involved in production management. The discussion revolves around 
a listing of questions a manager must be able to satisfactorily answer 
if he or she is to perform the four managerial functions of planning, 
organizing, directing and controlling, Th.e student is asked to answer 
these questions within the context of a production business they know. 

The latter part of the Readings discusses the Production Manage- 
ment lessons to follow p\d contains a brief description of what is 
contained in each lesson. 

The instructor must stress the importance of the areas studied 
in Production Management \^iiether or not the student is at this time 
thinking about a production-oriented business. The principles learned 
in Production Maiiagement can be applied in the management of other 
businesses. And likewise the basic management principles and techniques 
learned in other sections can be easily adapted to Production Manage- 
ment. The Production Game is used to illustrate many of the managerial 
skills required in managing production operations. 



OBJECTIVE 

The student will be able to state (in his own words) what decisions 
must be made when managing production. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Buff a, Elwood S. Modem Production Management c Toronto: 

John Wiley § Sons Inc., 1969, pp. 3 - 43. 

2. Garrett, Leonard J., and Silver, Milton. Production Management 

Analysis * New York: Harcourt, Brace and World, Inc., 1966, 
pp. 1-33. 

3. Keith, Lyman A. and Gubellini, Carlo E. Introduction to Busijiess 

Enterprise . 3rd ed. Toronto: McGraw-Hill Conpany of Canada 
Ltd,, 1971, pp. 260 - 285, 314 - 342. 
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RESOURCES REQUIRED 



1. 


Production Game 


2. 


1000 cardboard squares or 35 mm slide frames 


3. 


one roll masking tape 


4. 


6 staplers 


5. 


6 pair scissors 


6. 


staples . 



METHODOLOGY 

1 . Hand out the Readings . 

2. Read Purpose and Introduction. 



PURPOSE 

The purpose of this lesson is to see i^^iat is involved in 
the managanent of a production operation. You will also b,e 
given an outline of the lessons to follow in the Production 
Manag^ent subject area. • 



INTRODUCTION 

Production means many things. In business, production 
means making products to .sell. A product is something physical. 

Just becaise a businessman can produce a product that 
people will bu\? doesn't guarantee his success in a business 
venture. T^-^e^roduction manager must carefully investigate 
every opportunity for business before spending large sums of 
money. And, once he has started production of a product he 
still must control and manage the businers. This lesson lists 
sane of the many, decisions a production mariager must make. 
In later lessons you will see where the information to make 
these decisions comes from. 



Discuss and clarify Purpose and Introduction. 
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OBJECTIVE : THE STUDENT mil BE ABLE TO STATC (IN HIS OWN WORDS) WHAT 
DECISIONS MUST BE MADE M^IEN MANAGING PraDUCTION. 

Stimulus 

4. Play the Production Ganie.. Instructions are included in the 
Production Game at the end of this lesson. 

Clarify Problem 

5. Have the students summarize the main points they learned from 
playing the Production Game. List these main points on the - 
flip chart. 

Provide Information 

6. Read Section 1 of the Readings and discuss. 



CONTENT 

1. What is Production ? 

Production means making products to sell. A produc- 
tion business can also be called a manufacturing business. 

Another way to look at production is to see produc- 
tion as the means of turning raw materials into finished 
products. Raw materials are the materials from which the 
product is made. 



Raw Materials 


Production 


Product 


Logs 

Flour, yeast, water 
Leather, beads, thread 


Cut § plane 
Mix § bake 
Cut, sew, bead 


Lumber 

Bread 

Moccasins 



You can see from the diagram above that production is. 
a way of changing raw materials into finished goods. 
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7. Read Section 2 o£ the Readings and discuss. 



2. What is Production Management? 

You can^t just hope that raw materials will be avail- 
able, that the right production methods will be used, and 
that the right amounts of the required product will be 
produced. Production Management is the process o£ planning 
production and ensuring your production plans are put into 
efficient operation. 

No matter what kind of production plant you operate, 
you will have to make many decisions. Below are some of 
the decisions you will" have to make, 

a. \\Tiat kind of product will you make? 

• b. Does the kind of product depend on customer wants? 

c. Does tlie kind of product depend on the skills you 
have or can hire? 

d. Is quality highly iirportant? 

e. Does quality depend upon raw materials? 

f . Does quality depend upon men and/or equipment? 

g. How will you control tlie quality of your product" 

h. How much should you spend for high quality? 

i. How much should you produce? 

j . Does volume depend upon present markets? 
k. How much inventory can you afford to carry? 
1. IVhat equipment is required? 

m. Is it cheaper to use equipment or labour? Which mix 
of equipment and labour is most economical? 

n. Should you buy or lease equipment? 

o. How should you lay out your plant? 

p. Will better layout mean more product i'".^.? Will care- 
fully-planned plant layout increase production? 

q. How can work methods be improved? 

1'. How much does it cost to produce the product at 
different production volumes? 

s. IVhat are the production costs for raw materials, 
'labour, and overhead? 

t. Is selling price highly dependent on "production costs? 

u. tVhat price should you oell at? 

Tliese are just a few of the areas you are going to 
have to make decisions about. This subject is designed to 
sliow you how to go about getting information to help you 
make the decisions. 
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9. 



Conpare the decisions listed in Section 2 o£ the Readings with 
the main points listed about the Production Game (see point 5 
above) . 

Read Section 3 of the Readings, This section outlines the topics 
to be covered in the Production Management area of the Small 
Business Management Course. 
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The 'Production Management Lessons 

PRDDl Introduction to Production Management 

PRDD2 What Product Should You Produce? 

- examines what information you should look at 
before actually investing your time and money • 
in a production operation, 

PR0D3 Plant Location 

- discusses the things that should be examined 
when deciding \>^iere to locate your plant. 

PR0D4 Plant Layout and Work Siitplificatioh 

- examines the importance of properly laying out 
the plant, and some of the factors to be 
considered when drawing up a plan for your 
plant. 

PRDD5 Obtaining and Maintaining Equipment 

- discusses the factors to be examined when 
deciding what type of equipment to use and 
how to set up a service program. 

PR0D6 Quality Control 

- examines why quality control is important and 
how to set up quality control check points in 
the small production plant. 

PR0D7 Production Costs , ^ 

- examines how to calculate the costs involved 
in production and what factors can increase 
and/br decrease the costs of production. 

PRODS " Break- even Analysis 

- examines a method^ of determining how much has 

, to be produced and sold in order to cover your 
production costs. 

PR0D9 Planning and Scheduling Production 

- examines some of the principles for good plan-* • 
ning in order to smooth out bottlenecks ^n 
production.. 
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PRODI 0 Is Product ion to iagenient Necessary? 

- examines'TibwTlie principles of Production 
Manageinent fit into the general framework 
of Management Process, 



Indicator 

10. Have the students list on the flip chart the decisions which 
must be made when managing a specific production operation of 
their choice. - (See Section 2 of the Readings for a list of 
decisions.) ' • • 

11. Read Section 4 of the Readings. 



Summary 

Pi'oduction Management uses tlie managerial functions of 
planning, organizing, directing and controlling for the 
puipose of changing raw materials into finished products. 
The operator of a small manufacturing plant has the same 
general functions to perform as the manager of a grocery 
store or an outfitting camp. The functions of planning, 
organizing, directing and controlling must be perfonned 
in all businesses. The purpose for which the functions 
are performed and how they are actually done can change 
from business to business. 

,The manager of a store has as much to learn from the 
Production Mariayement area as the manager of a small 
production operation. Likewise the manager of a small 
production operation should be well versed- in as many other 
areas of business operation as the store manager or out- 
fitter. The areas discussed in Production Management can 
quite easily be adapted to other management areas. 



erJc 



4^3 



SUBJECT 



PRODUCTION MANAGEMENT 



LESSON .PRODI 



INTRODUCTION TO PRODUCIT ON 



INSTRUCTOR'S GUIDE 
PRODUCriaN GAfE' 



Purpose 

To assist in introducing students to the various production 
decisions, jobs and problems, i.e., to serve as a general stim- 
ulus to lessons, in the Production Management 's.ubject area. 



General Organization of the Game 



Supplier 



Producers 



Customer 




Student Group 
A 



,m MATERIALS 

EQUIPMEOT ^\ r— 1^" 

N / Student Group / ' 

1 I 



^ 1 FINISHED^ 
' PRODUCTS 




a. Supplier's Role- 

(1) Acts as a source, of raw materials and equipment 

(2) Determines terms of sale 
e.g. -. quantity" discounts 

- cash vs time payments 
' - interest rates 
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b. Producer's Role ' . 

Bacli group of students acts as a production unit. They get ma- 
terials and equipment from suppliers , mke 'the product , set the 
price and. sell to customers. 

c. GiStomer^s Role 

(1) Acts as a market for the product . i .e . , the market oppor- 
tunity. ■ - . 

'"(2) . Buys the product with some haggling over price md quality. 



1. Preparation for the Game 

Note boxed in X's indicate new decisions introduced at Stage 
II and Stage III of the game. 





STAGE 


OF'DimCTJL'IY 


DECISIONS TO BE NWDE 
■ BY STUDENTS . 


Elementaiy 
Stage I 


Moderate 
Stage II 


Complex 
Stage III 


1. Organizing for- Production 








a. Division of labour i.e. 
^ allocating ivork tasks 
to people . . 


X 


. X ^ 


X 


b . Coordinating work 
efforts . ' 


X 


X . 


X . 


2, Purchasing 








a. Contacting suppXiers. 


X 


X 


X 


b. Decidi -ig what ma- 
terials and/br equip- 
ment § supplies to 
buy. 






m 


c. Deciding how much to 
purchase . 




m 


X 


d. Handling excess in- 
ventory problems. 


X . 


X 


X 


e . Recording purchase 
costs. 




m 


X 
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5. Producing 

a. Deciding rate of 
production. 

b. Recording production 
output . 

c. Deciding on use of equip 
inent in production pro- 
cess . 

d. Deciding layout and flow 
of work. 

e. Designing product to 
better satisfy the cus- 
tomers . 

f. Maintaining quality of 
product i.e. quality 
control . 

g. Recording labour costs. 

h. Calculating production 
cost per unit of output. 

i. Pricing the product. 
4. Selling 

a. Contacting customers 

b . Ensuring product meets 
needs of customers. 

c. Negotiating price of 
jr" product with customer. 

d. Rc ording number of pro- 
ducts sold. 

e. Recording dollar sales 
volume . 

f. Calculating profits. 



XXX 
XXX 

[X] X 

X X X 

[X] X 

d 

- . [XJ X 

XXX 
XXX 

s 

X X X 

B X 

B ' X 
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Instructions for Playing tlie Ganie 

NOTE: The follov/ing instruc**ions assLime that raw materials are 
cardboard squares or 35 mm slide frames, masking tape ajid 
staples; that equipment items are scissors and a stapler. 
The same instructions will be applied to any other raw 
• ' ■ materials aj^d equipment the instructor may decide to use. 

a. For all stages: 

fl) Cliopse one (I) or two (2) students to assist instructor 
in roles of supplier and customer « 

(2) Choose two groups of 3, 4 or 5 students each to act as 
production groups . 

(3) Any remaining students can act as observers (rotate 
^'participating" students and "observing" students as 
you play different stages of the gme) . 

(4) yUlow groups 5-10 minutes to organize themselves 
after instructor reads and explains them the instixic^^ " 
tions for each stage of the game. 

(5) ^ Set a time limit (e.g., 15 minutes or 30 minutes) on 
^ the gaine . 

(6) Instructor may want to pipy each suage several times 
before proceeding to next staje. ' 



3. Instructions for Stage I 

a. Market Opportunity 

Customers (instructor) will show you a model of r box 
needed for packing their products. Produ^'tion groups 
will have the task of makin^. boxes to meet this need. 

RULES: (1) Customers will take any number of these 
boxes that piroducers can produce in 15 
minutes f jr whatever tiite limit is set) 

(2) Customers will pay any price producers 
think is fair. 

NOTE'r The customers may. refuse to accept 
poor quality boxes. Therefore 
. production group should try to 
make as many high quality boxes as 
possible" ! (in the time limit) . 



Dlajgrajn of_box_is_ shown onj:hejiext 2_agc^ 
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PRODUCT (BOX) TO BE MADE 

(STAGE ONE OF PRODUCTION GAME) 




Squares 
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NO EQUIPMENT IS USED 



Raw Materials 

Use only cardboard squares and masking tape for Stage 1 
of game. 

The instructor will explain the following purchasing 
rules. 

RULES: (Ij Students -(production groups) can have any 
ajr.ount of raw materials (cardboard squares 
and masking tape) they think they can use 
in 15 minutes (or other time limit). 

(2) Raw materials are free. 

(2) No other materials can be used* 

(4) No more raw materials can be obtained 
once the game is started. 

Production Process 

RULES: (1) Production groups can organize themselves 
any way they want, .e.g. 
e.g., - one person do purchasing, one 
person do selling 

- each person make total box 

- one person make sides of box, 
another person put on lid 

- appoint a supervisor or work with 
no supervisor 

- use any work layout 

(2) Labour is free. 

(3) Box is to be made similar to model box 
customers want. 

(4) Boxes should be made as neat as possible, 
i.e. maintain good quality control.. 

(5) THE WINNER is the production group that 
produces the most boxes of a quality that 
the customer accepts. 
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Instructions for Stage II 



Rules are the same as for Stage I except: 

a. Raw materials are not free. (Therefore production 
groups have to be careful as to how much they buy,) 

Cost of Raw Materia.ls : 

$0,10 per cardboard square 
$0,10 per inch of masking tape 
Cash payments only 
No discounts are given, 

p. Purchase costs must be recorded by suppliers and by 
production groups (no money is used - just keep 
records on paper) . 

c. Labour is not free. 
Cost of Labour 

Each worker m production group gets paid $0,10 per 
minute. If there is a supervisor he gets paid $0.20 
per minute, (Therefore, the more products produced, 
the lower will be the labour cost of each product.) 

d. Labour costs must be recorded by each production 
group, (No money is paid - just keep records on paper,' 

e. Each production group must decide what price to charge 
for its product. 

f . Each production group must keep records of number of 
products sold and total dollar sales, (Customer will 
keep records of number of products bought and price 
paid.) 

g. Each production group must calculate profits made 
from their production business. 

Profits can be calculated as follows: 

Total Dollar Sales (10 boxes at $2,00 each)= $20,00 
Less: Cost of Sales 

Labour cost: - workers $4,50 
- supervisor $3.00 

Total labour cost $7,50 
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Materials cost 

- cardboard $S.OO 

- tape • $2.00 
Total materials cost ■ $7.00 

Total Cost of Sales $14.50 $14.50 
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EQUALS PROFIT $ 5.50 

h. TIE WINNER is the production group that made the most 
profit . 

NOTE: Profits will be smaller if: • 

(1) Product is poor in quality (customer may 
not buy poor quality products or he may 
not want to pay a very high price) . 

(2) Amount produced is small. 
(5) Workers work too slow. 

(4) Raw materials are left over (excess 
■ inventory) . 

(5) Price is set too low. 
Instructions for Stage III 

Rules are same as for Stage II except: 

a. Production groups can buy EQUIPMENT and other materials 
to help them produce the product . 

Cost of Equipment 

Stapler - $4.00 
Scissors - $2.00 

Cost of Other Materials 

. ,aples ~ $0.50 for a 2 inch length 

Diagram of jiew__bo_x_is^ shown on_last^ E?jg?j_/ 

b. Raw materials, equipme.it" and supplies must be bought 
on credit from supplier. (The, supplier charges 10% 
interest on money owed to him during each game.) 

c. Suppliers have to be paid after production £Toup sells 
its products to the customers. 
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d. Suppliers charge less for large quantities o£ purchases. 
Tlieir discount price scheaule is: 



ITEMS 


QUANTITY PURCHASED AND PRICE 


Cardboard 


0 - 100 squares 
$0,10 each 


over 100 squares 
$0,07 each. 


Tape 


0-30 inches 
$0.10 per inch 


over 30 inches 
$0,05 per inch 


Scissors 


one pair 
$2.00 


two or more pair 
$1.50 each 


Stapler 


* * 

one ^ stapler 
$4.00. 


two or more 
$3.00 each 


Staples 


Cost $0.50 per two inch length no matter 
how much is purchased at one time. 



e. Production groups have to set price on all products 
produced. Price can be different for different types 
of boxes. ' For example, boxes made with tape only may 
sell for more or less than boxes made with tape and 
staples. Each production group has to decide what 
price' the customer will be willing to pay for each type 
and quality of product. In other words, producers can 
negotiate price with customers. Customers niay want to 
buy larger quantities if sale price is lower. 

- £. THE WIN'NER is the productioil group. that makes the most 
profit. 
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PRODUCT (BOX) TO BE MA 



(STAGE m OF PRODUCTION GAME) 




.Masking 
y Tape or 
Staples 
(or Both) 



Squares 
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Scissors 




Stapler 



SURJKT * 



mKETING 



LESSOiN MICri 



im^RODUCTION TO MARKETING 



INSTRUCTOR'S GUIDli 



OVERVIEW 



Although most students will have heard the word marketing, the concept, 
as used in business, may be new. Many people take the distribution o£ goods 
and services for granted; little thought. is ^given to the process irvolved 
in getting goods to a business establishmeiit nor to the many activities 
involved in getting them ready for salp. The subject of marketing involves 
the study of all the processes required to move goods and services "from 
producer to consumer. 

Marketing corcepts and- ideas are difficult to teach unless the students 
are involved in practical aspects of the subject. The instructor .should try 
to have students do things related to marketing wherever possible. Some 
exercises are included in'^the Marketing lessons for this purpose. Howevery 
the students* business projects will likely be the most valuable in making 
them aware of the relevance' of .marketing concepts. Tlie instructor should 
emphasize m rketing problems when business project review sessions are held. 

Tliis first lesson in the Marketing subject introduces,^the students 
to the general area of marketing. ^ /'^ ' 



" OBJECTIVES 



1, 



Students will learn and discuss the meaning of the term 'marketing'. 



2. 



Students will learn some of the jobs involved in marketing. 
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REFERENCE MAT HRIAL FOR INSTURCTOR 

1. Kelly, Eugene J., Marketing Strategy and functions . Englewood Cliffs , N.J - 
Prentice B^.ll, Inc., 1965, chs. 1, 2. ~ 



2. 



3. 



McCarthy, E. Jerome. Basic Marketing: A Managerial Approach. 4th ed. 
Georgetown, Ontario: Irwin-Dorsey Ltd., 1971, chis. 1, 2, 3. 

Kotler, Philip. Marketing Management. Analysis, Planning and Contr ol 
Scarborougji , Cht.: Prentice-Hall Ltd., 19G7, chs. 1, 2, 6, 7, 8." 



RESOURCES REQUIRED 

1. I^ojectuals: MKT 1-1, ^'Definition of Marketing'\ 

MKT I - 2, 'Tish Marketing»\ 

MKT I - 3, 'The Marketing Jobs'*. • , 

2. Film, "Fisheries of the Great Slave". (20 minutes) 

3. Flip chart 

4. Overhead projector 

5. Movie projector 

METHODOLOGY 

1. Hand out the Readings; read and discuss the Purpose and Introduction 
with the group. 
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PURPOSE 

In this lesson you will discuss the meaning of the term 
'marketing' and will become familiar with some of the activities 
involved in marketing. You will be studying and discussing ;hese 
activities further throughout the course. 



INTRODUCTION 

To many people, 'marketing' and 'selling' mean the same thing. 
In this lesson, and other marketing lessens tnroughout the course, 
you will find that these two temis do not have the same meaning. You 
will discc\;'er that marketing includes many activities., one of which is 
selling. 
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Another mistaken but widely accepted idea is that larj^^ finns 
engage in marketing activities but these activities are too "expensive 
or too comj^licated For use by small finns. Nothing could be further 
from -the truth. In fact, any businessman, large or small, who fails 
to understand and do some of tlie thingo involved in marketing is 
inviting trouble - the kind of trouble that can put him out of busi- 
ness. 



OBJECTI\/t: 1: SIVDENTS WILL LEAl^M AND DISCUSS llrE NEAI^ING OF lliE mm 
» MARKETING'. 

Stimulus 

2. Ask students; 'Hv^iat does the \vord marketing mean to you? Mow would 
you dufine marketing?" 

Clarify Problem 

3. Discuss students' definitions. If there is more than one, ask: 
"Is there ai , one of these definitions that is best?" 

4. Show Projectual MCTl - 1, ^Tlef inition ef Marketing". Mention that 
marketing has a veiy broad meaning. It refers to all the jobs 

* involved in tlie movement or flow of goods and services from the 
producer to the consumer. This projectual illustrates how a can of 
soup gets from thr producer (famer) to the consumer (housewife) . 
Most products or goods go from the producer to a wholesaler to a 
retailer before they get to the final consumer. IVe can call the 
farmer the producer of raw materials and the soup company the 
manufacturer (or consumer products manufacturer) . The wholesaler 
is a busini^ss that sells to retailers, who in turn sell to the final 
consumer . . _ • . 

Discuss each stage of this process with the students. Compare the 
definition on the. pro jectual with the definitions pro^^ided by the 
students on the flip Chart. Point out. that the definition, vi tlie 
projectual is very general in nature and that, in the R?..:di:igs, 
this definition will be expanded to include other factors tiiat are 
^of importance. 

The student should see marketing as including the following activities: 
buying, purchasings transporting, storing and stockkeeping, grading 
and standardising, dividing and packing, product planning, pricing 
advertising, market display, personal selling, financing and market 
research. Most of these topics will be covered in the Marketing 
subject area; financing will ')e studied in the EAB subject area. 
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IvKTl-l nP.FINITIQN OF MARKETING 



SUBJECT 



SEPIAL NUMBER 

* • 

•llVldNll ]!)>|IH311 • 






Mai kotiiuj is.'tlu' flow . oi 
()()C)(Is tiiul si'i vices fioni 



Consumer 




[TECMIFAXj * 



• TECHIKCE TEr'PlATE* 



• TCCHIKCE lEMPUTE* 



•TECHIHGE TEMPLATE* 



Form No. 267 



TECNIFAX FILEABLE TRANSPARENCY MOUNT 
7V3 'xlO" MASK — USE BVi"*!?" FILM 
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Provide Information 

5. Read Sections 1 and 2 of the Read''ngs\ Discuss the different definitions 
given in the Readings and the projectual. Since the definition is 
somewhat academic, the instructoi may wish to clarify with examples 
and illustrations. 



CONTEN^r 

1 . Wliat is Marketing? 

Marketing is people -oriented; that is, it focuses oil 
needs and wants of people and the ways in which these needs 
and wants can be satisfied. 

' In lesson MP2, 'The Individual and His Needs", you 
discussed the p-»jposition that organizations are formed to help 
fulfil the needs- and wants of .the people who make up the 
organization. Ulien you consider marketing, you discover, that a 
business organization must also serve the needs and wants of its 
customers' if it hopes to survive. In fact, tlie purpose 
of business is to satisfy customer needs and wants through the 
sale of goods and/or services. It is NOT to supply goods or 
services which MIGHT sell. 

J You will likely want to take some time to discuss the 

above description of marketing. Some may agree and some may 
disagree. Let us hear some opinions . 

2. Definition of Marketing 

There are many definitions of marketing, but one which 
corresponds closely to the description . in" the previous section 
is as follows: 

Marketing is the performance of business 
activities which direct the flow of goods 
and services from producer to consumer or 
user in order to satisfy customers and 
accomplish the company's objectives.-'- 

The key word in the above definition is 'direct'. Marketing 
does not take over such things as bookkeeping, account in^^, 
personnel management or production; rather, it provides direct ion 
for these activities and functions. 
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If the busiJicss seeks tc. satisfy customer needs and wants, 
DKirketing u-ii l, to a large extejU, determine how maj.ageiiient 
pjans, organizes, directs, and controls the activities of tlie. 
business firru In the long run, any business must pay carelxil 
attention to customci* needs and wants if it hopes to continue 
in existence. 



1 ■ • ■ ■ 

l.i. deroMic 'McCarthy , Basic Marketing: A Managerial Approac h. 
4th cd. Geoi'gctouii, Ontario: Irwiji-Dorscy Limited, 1371, p. 19 *a 



(). Show l^rojectual MIvri-2, ^'Fisli ^larketing^^ and ask one of tlie students 
to explain wliat the ])rojectual means. Help summarize his statements, 
if n'^ccssary; then read Sections 5 and 4 of the Readings. Encourage 
discussion. Clarify where necessary. 



5 . Uifferent Types oC Consumers 

There are two major types of consumers: 

a , Final (or End) Consumers 

People whc buy products or services for their owii use or 
personal satisfaction are final (or end] consumers. They 
do not buy products or services to sell to anyone else. 
They use them tliemselves. 

b . Business Consumers 

Businesses buy products and services. These products and 
services may be used to produce other products and services 
or they may simply be sold to final (or end) consumers. In 
this sense, any business firm is a business consumer. 

4. The Flow of Goods and Services 

Usually products flow from the producer (or manufacturer) 
to wholesalers and then to retailers on their way from the 
producer "to the final consumer. IVholesalers" and retailers are 
called MIDDLBIEN. They are.givein this name because they neither 
produce or consume .cOst of the goods they buy. 

a. A i etailer sells things to individuals and families, that is, 
to final (or end) consumers.. 

b. A wholesaler sells things to retailers and producers (oi* 
manufacturers) . 

c. A producer (or manufacturer.) makes and sells things to 
people, wholesalers, retailers, or other manufacturers . 



510 



MKTl 



MKTl- 2 FISH MARKLHING 



SUBJECT 



fish 

processor 



SERIAL NUMBER 



FISH MARHETING 

MIDDLE MEN 



freshwater 
marketing 



wholesaler 



retail 
sfore 



PRODUCER (the fisherman} 
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CONSUMER 

buys the 
fish 



Fish in Canadian lake 



How is the customers 
need satisfied 



Customer in New York 



(JECNIFAXj 



• TUKINGl TEMPLUE* 



• TECHINGl TEMPLATE* 



•TECHINGE TEMPLATE* 



Form No. 267 



TECNIFAX Fl .CABLE TlUNSPARENCY MOUNT 
7V2"xlO" .\ASK — USE 8V2"xn" FILM 
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Often services (and ]:)roducts too) arc sold directly Troni 
the yn^odiiccr to the IMnal consumer (Tor example, a iiandicral't 
business). 



Indicator 

7. A/k each student to u^rite in liis o\m )vords why onarket.ing is hnportant 
and how he u'ould defijic market ijig. 

y\llow 10 iiiiniites for this, then have each student read his answers. 
Ask other students to comment. ClariTv any points thnt are not clear. 



•01UI3CTIVI: 2: STUDKNTS IVItL UmV SOME OF Tllh JOHS LWOUaiD LN MARKIiTING. 



St imulus 

1. Ask students to suggest as many marketing jobs as they can; that is, 
jobs that ]ielp move, goods and services from producers to consumers. 
List, answers on the flip chart • 



Clarify Problem 

2. Have the students discuss why they f^eel each job they suggest is a 
marketing job. How does each job help move goods from producers to 
consumers? 



I'^ovide Info mat ion 

5. Show Projectual MKTl - 3, 'The Marketing Jobs'\ State that these are . 
some of the main^narketing jobs, but that there are others that will 
be covered in the Read i ngs . 

4. Compare the list of jobs on the projectual with the jobs tliat the 
students listed on the flip chart. Encourage questions and clarify 
where necessary. 

5. Head Sections 5 and 6 of the Readings. Stop after each topic and 
point out its importance in the marketing area and in the entire course. 
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MKTl-3 THE MARKETING JOBS 



SUBJECT 

•3lV1dN3l 39KIH331* 



SERIAL DUMBER 

l3iV1dN3i 39KIH33i* 



1*. 



THE MARKETING JOBS 



Somebody has to 
do these marketing 
jobs. 





P/?/CW(7 
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fwm No, 267 



• TECH INGE TEMPLATE* 



• TECHINGE TEMPLATE* 



TECNIFAX FILCASLE TRANSf ARENCY MOUNT 
7W"xlO" MASK — USE 8Vi"xir' FILM 



• TECHINGE TEMPLATE* 
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5. Marketing Activities 

The following li5:»t contains an outline o£ the Marketing 
lessons in this course. These lessons describe marketing func- 
tions and activities with which every o\\fner -manager sliould be 
familiar. Knowledge of these functions and activities is just 
as important when planning to open your business as it is after 
the business is operating. 

MKTI : . Introduction to Marketing 

In this lesson we have pointed out some of the things 
with which anyone engaged in marketing must concern 
himself. The definition in Section 2 is provided mainl) 
for reference purposes . However, it also serves to 
point out, very generally, that an owner -manager is 
engaged in some marketing activities in almost all 
aspects of his business. 

MKT2: tVhat is' a Market? 

Before you start your business, you should knou what 
makes up a market. Tliis lesson discusses the iiaportant 
aspects of a market. It also e^.amines some of the 
things that a businessm'j.n should know about the custom- 
ers in a market area. 

MKT3: Sizing Up a Market Opportunity 

Before you start a business you should do some research 
to determine if your business has a chance of becoming 
a profitable operation. This lesson introduces you 
to some of the steps that should be taken when planning 
a businesi- venture. 

MKT4: ' The Right Product and the Right Ser^/^ce 

Customers expect their needs and wants to be satisfied. 
This lesson points out the importance of having the 
right products for sale, and of providing the kind of 
service that will attract customers to your business 
in the future. 

MKTS: Middlemen 

Few people or business fims purchase goods directly 
from the producer (or manufacturer) . Most goods are 
purchased from retailers or wholesalers. This lesson 
discusses sane of the functions that retailers and 
wholesalers perform. 
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FILMED ^'ROM BEST AVAILAPLL COPY 



Factorj^ to comider in chooiuii^ your suppliers sre 
ex<miii>ed in tJu^ ie^soir. A? a i>ui xaejisnjan, you wiJj 

tv deci<ie iVrfien to place an ordei, }*au .nucli to 
order and the proper procedures to folxow wtien ordering. 
Proper procedures lieip prevent errors, thereby reducing 
costs and eliminating uruiece>s rj' dela3'S in recei xizig 
niercfiajid ise. 



the proper handling of merchandise is vitaJ to The 
success of an;' business- In this lesson you discuss 
t}ie importance of checking to see +bat you iiave re- 
ceived the proper merchandise aru t.l.<^^ it it the correct 
amount and in good condition, '^jv al. d;scuss pio- 
cedures tu follow tdien stori nK^rciianJise Finally 
you discuss the need for keepui;-: up- 1 --date records 
of all merchandise that is \ceii/ec: ind on hand. 

Setting Prices 

The price which businessmen charge lor their products 
is infJuenced by a number of factors. Some of the 
factors involved are: cost of goods, tran^ipcrtation 
costs, handlii:ig and storage costs, business expenses, 
and level of profit desired, An Miitional factor is, 
of course, competition- This lesson examines the 
importance of the above factors pn price -sett ing . In 
addition, you wjJl be shown and have an opportunity to 
practise different methods of setting prices. 

Prornoting Your Business 

Cvery businessman wants bis customers and potential 
customers to think favourably of his business- Courtesy 
service and the right products can help to make your 
iKisiness the type that people will want to deal with 
regularly. Another thing you can do to increase the 
number of customers is to promote your business. Radio, 
television and newspaper ads, sales promotions and in- 
store displays can all be used to advantage. 

You may not use all of these types of proinotion in your 
business, but if you do, this lesson will help you to 
use them more effectively. 

A dv e rtising 

In this lesson you will study and discuss the various 
types of advertising. 

Salesmanship 

Customers like good service. Since the owner -manager is 
often the main salesman in his burliness, this lesson 
points out things about selling that can help lum do a 
better job. 
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Summary 



Merchandise' Layout and Display 

Did you ever go into a store and end up almost tripping 
and falling from one display to the next? Have you ever 
wondered Tvhy clothing is displayed. in several different 
places in the same store? The likely reason for both 
situations is because the oiviier and/or manager of the 
store knows very little, if anything, about layout and 
display. 

This lesson suggests that custoners should not need a 
map to find things in your store. A well-planned store 
layout and neat displays of merchandise can make shop- 
ping and handling of goods more convenient. • 

Analyzing Your Market 

This lesson suggests guidelines for analyzing your 
market. In order to analyze your market, you must 
consider and use many of the things discussed in the 
previous twelve lessons. 



Marketing activities are important whether the business is 
big or small . You have now been introduced to some of the elements 
involved in marketing. These" elements will be examined in more 
detail in the remaining lessons in this subject. 



Indicator 



The answers provided by students in point 2 above, and the discussion of 
the filni;, "Fisheries of the Great Slave**, will indicate whether or not 
the students have met the lesson objectives. 

Show the film, "Fisheries of the Great Slave". (20 minutes) 

In general, this film illustrates the separation between producers and 

consumers. It shows the need to transport products to consumers. 



Summary of Film Content 

(1) Narrator talks about history of Great Slave Lake. 

(2) Shows rivers flowing into lake and town of Hay River on 
south shore of lake. 

(3) Talks about the fishing industry on Great Slave Lake. 
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(4) Government started studies in 1944 (best whitefish and lake 
trout iii the world), and in" 1945, commercial fisheries began. 

(5) Six independent companies operate on lake. 

(6) Shows trip o£ boats to fishing grounds - lifting nets, re- 
setting nets and return of boats 'to camp. 

(7) Fish are cleaned, dressed, salted, stored, etc. 

(8) Largest fishery of its kind in the world. 

(9) Fish are packed in shipping boxes. 

(10) Fish are then transported to market - by boat to. Hay River, 
loaded on refrigerated trucks, by train to the cities of 
the east. 

(11) Film ends by showing winter fishing operations, 
b. Questions for Discussion 

(1) *^\^hat marketing jobs do the fishermen (producers) do?^^ 

(2) ^l\'hat different types of transportation were used to get the 
fish from the producers to the market?*^ 

Instructor should encourage discussion and ask any other questions 
that help relate the film to the Readings. 
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SUBJECT 



MARKETING 



LESSON Nrr2 mm is a market? 



INSTRUCTOR'S GUIDE 



OVERVIEW 

In lesson MKTl, Intro duct ion to Marketing'*, a definition o£ mar- 
keting was given and the students were introduced to the activities in- 
volved in marketing. In this lesson, tlie students look at the differ- 
ent aspects which make up a market. The iirportance of knowing the cus- 
tomer and satisfying his wants is shown as tlie essence of marketing. 
All marketing activities are performed with tliis concept in mind. 

Marketing may take on a different aspect if the students can 
visualize the customer as KING who must be well-treated if ^h<i business 
is to prosper. The marketing task involves all the activities whicli 
will satisfy the customer. In order to facilitiate the satisfaction 
of the customer, it is essential to loiow sometliing about him, his wants 
and needs . 

.In some communities where there is no conpetition the customer can 
be quite neglected. Hie businessman sometimes takes an attitude of 
"talce it or leave it". Hiis is a poor policy regardless, but when 
tliere is conpetition, a businessman must be conscious of the way he 
treats his custoniers. If the customers do not get satisfaction (good 
products, prices, services, etc.), they will go to the conpetition. 
By providing the customer witii satisfaction, the business will attract 
customers from the conpetition. 



OBJECTIVE 

The students will be able to define the term Wrket' and will dis- 
cuss some of the things they should Icnow about customers in a market 
area. 
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REFERENCE MATERIAL FOR INSTRUCTOR 

1. Kotler, Philip, Marketing Management, Analysis, Ilanning and Ccntrol , 

Scarborough, Qnt. : Prentice-Hall Ltd., 1967, ch. 4. 

2. McCaithy, E. Jerome. BasicMarketing: A Mana^rial ^proach . 4th 

ed. Georgetown, Ontario: Irwin-Dorsey Ltd. , 1971, ch. 6, 8. 



RESOURCES REQUIRED 

1. Flip chart. 

2. Projectual MKT2-] , 'IVnat Is a Market?" 

3. Case MKT2-l, ^Wiite's Hardware'^ 

MKT2-2, *Taul*s Problem" 



METHODOLOGY 

1. Hand out the Readings. 

2. Read the Purpose and Introduction vith the group. Discuss any 
questions the students may have. 



PURPOSE 

In this lesson we will discuss what things are necessary for 
a market to exist. We will then discuss some of the things that 
you should know about your custorers and potential customers when 
you start a business. 



INTRODUCTION 

Remember, the purpose of business is to satisfy customer 
needs and wants. It is NOT to supply ^goods and services which 
MI(HT sell. Therefore, before you start a business or engage in 
mrketing activities you must determine whether a market exists 
for your' product. , 

In this lesson ve will discuss the elements that make up a 
market. When starting a business, you should check for these ele- 
ments - without a market your business cannot possibly succeed. 
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In addition tc knowlrig what makes ijp a market, you should 
also know some tliin.gs about the customers in your market area. 



OBJECTIVE: IHE STUDENTS WIUL BE ABLE TO DEFINE THE TERM 'MARKET' AND 
WILL DISCUSS SOME OF THE THir^GS^THEY SHOULD KNOW ABOUT 
CUSTOMERS IN A MARKET AREA. 



Stimulus 



Hand out Case MKT2-1, 'Elite's Hardware", and read witli the 
students . 



Clarify Problem 

4. Discuss the questions at the end of the case. Use the flip chart V 

a. Question 1: 'Wiy did White's Hardware fail?'' 

Answer: Basically, there was no market. Mr. White didn't 
manage things very well (giving out too much credit), but 
even the best manager could^^t have made the business a suc- 
cess. There was no room in the town for another hardivare 
store. There was no market; there weren't enou^ people with 
the need, the ability to buy and the willingness to buy hard-, 
ware items. The established hardware store had most of the 
market. A second store only got the high risk customers. 

b. Question 2: 'TVhat should Mr. White have done before he 
started the business?'* 

Answer: He should have studied the liiarket situation. Stu- 
dents may make other suggestions which should be listed on 
the flip chart and discussed. At the end of tl^is lesson, 
students will be in a better position to answer this question. 
The instructor should come back to this case later on. 

NOTE: ■"ihis case will be :^:urther analyzed in lesson MKTS, 
"Sizing Up a Market Opportunity^'. 
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Provide Information 

5. Read Section 1 of the Readings. Show Projectual MKT2-1, 'Ttiat Is 
a Market", while going over tlie Readings. Discuss the Readings, 
referring to the case study just couple ted. 
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MKT2-1 IVHAT IS A MARKET? 




ERIC 



522 



FILMED FROM BEST AVAILABLE COPY 



ommi 



c^r s-errlce. Hie m^rfcrit fo-r any ty^ c^f is uisde^ tip 

Pe^ie wloo aire wliiti-g t5>- Ik^ tFie- prtJc&ct^^) (jfr servicer.. 

1SiersrS:^i?er^ tfe rast^t^ft JioT ycsar l^tasiiiie^^ is rs/ot zll toe 
pecij&ie m. yam tarn or cxjinmundty'. I&e realL inanrfet fer ymir 
bmme^^s^ is tfee people med jamr pfistSaci^ ara^ -mllmg 
ta^ p^ fer it. Gi^an) ],«ct:Ea?gr tltis ^ Ssllam^: 



a^£.l the y^^fe m rcscicr iiDssfert ajrea 











mllmjg tto ps 





fee Jhsnis (5>f ps«3p)l© m tS^ (smmmt^f ^dsm^ fm ^^mt t& 

insr ^^mSmt-'? Mm ixomf (sm. ^tSfeM ^wjr it? 
jraas^r mM hsojf it? ffifeiw hbskc?^ ^:iSn53^t(S5)2:5 ^11 I Bd^s^'S^' TJK^ejjSt 



" 5r(5«u fiaoxsw ^Bmait jamr at^tcaw^?^ 
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List students' suggestions on flip chart and discuss. Encourage 
students to think o£ tlae things they need to know about the cus- 
tomers in their market before they start their business. For 
eadi suggestion made by students, ask: ^Miy do you think it 
would be inportant to know this?*' 

7. TIae instructor may wish to aid students by outlining the following 
on the flip chart. ' 



Why Saould You 
Know ilaese 
Things ? 



Who 


What 


Where 


When 


How 


Why 


your 

consumers 
are 


they 
want to 
buy 


they want to buy it 









8. Read Sections 2 and 3 of the Koadings. Discuss each section and 
relate to the case on Mr. Whit::!*s Hardware. 



2 . Things You Should Know Ar . out the Customers in Your Market Area 

Before you start up your business you should know the - 
following tilings about your customers: 

a. Know WHO the Custoiners are 

No product or service is bou^t by everyone. All people 
are not customers of the same business. You should think 
of your customers as belonging to various groups, each 
group made up of people having common characteristics. 
For exaiiple, groi:iping may be as follows: 

(1) People who are about the sariB age 

(2) Males 

(3) Females 
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(4) Hicse witli similar jobs 

(5) Tliose with about the sajne level o£ incone 

(6) Those with a similar number o£ children. 

This is called dividing or segmenting your market. For 
exajTiple, if you started a shoe store you might divide 
your market mto cliildren, teenagers and adults. Prob- 
ably you Would also divide it into males and females. 

Know WHAT tlie Cus tomers want 

Thinking o£ your customers as belonging to (or being part 
o£) certain groups can help you to determine which pro- 
ducts tliey want or need. Consider the shoe store exam- 
ple again. I£ your market is made up o£ a great many 
older people 5 they are not as likely as younger people 
to want the latest fashions in shoes. 

Grouping your customers can also help you to determine 
how much of each type of product to order. 

Kiow WHERE the Customers buy 

Were do the people buy their products now? Will they 
be willing to bi:^ from your business? Does tlie custo- 
mer want to bi:iy at a retail store which has many differ- 
ent types of goods (for exairple, a general store) ^ or 
does the customer buy from a store which sells only cer- 
tain kinds of products? Perhaps the customer buys from 
a wholesaler? These are questions you must investigate. 

Know WEN the Customers buy 
Ibes the consumer buy: 

(1) daily? 

(2) weekly? 

(3) monthly? 

(4) only once in awhile? 

Tlie answer to these questions will help you plan how 
much of each product to have on hand. It will also tell 
you when to-order from suppliers, wtLen to advertise, etc* 

Kiow HOW the Customers buy 

Will the customer look at your prices, then d:ieck at 
your coTipetitors? Does the customer pay cash oi" will 
.he want credit? Does the customsr read' and listen to 
advertising before he buys? 

Ihe answers to these questions will help you when you 
are setting prices and credit policy, as well as when 
you ai^ making your advertising plans. y/( 
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^^xy^' W& the Cmtme^^i:^ buy 
terople buy beca^:0e they w^t to: 

(1) rjse the prodtict se-nrice.. fHf rlity reasons j 

(2} 1^ toi ti^^exr weslth. fraveS'tiTjent status 5>nTiboI j 

(3] Pam-c. to a: pTOdbct and *J3y „ '''^J\:^3^t^^ miae/' 
(Ehricfe of ownevshii;^ } 

(4) . Mcse^i^ their secmtty s;at'fet/. (Protect ion. or 

^mu^mce- reas-on.^ ) 

(5) B& l.tke sorraefeodiy 'e^Ise. C '^ep ■ wi;.. i tlae. Mone? ^ 

Bmme^s cmtamr^ mig^T hay ['.or other re^-on-s well. 
Cm. yott tMt^k- of mme^?^ 



3v Sa?23^^21 

B^f Im^wmg v»/1'xo tlie cmtovj:s-rs .vire m yoor market area, 

ha^^ wferu^ vfet at^d w-hy tiiey ^yy^ you r.o ^riue 

tlom. ^^fe^it they iv-jsnit a^t a; f;;txr ip^rice; you c^sni your pivr- 

: misitiors:; you can wlhias^ to Ih^^rj^ fromi your s'^^jpp, ier^^. 

j l\m. $liiOu]!i$ n^ot mo&lx. m a'td ^vt^irt l>ui>ij:iess mti£ you 
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SUBJECT 



MARKEIING 



LESSON Mm WHAT IS A MARKET? 

CASE MKT2 - 1 
WHITE'S HARDWARE 



Mr. Wiite was a young school teacher in a sinall Canadian town. 
After moving to the communit-^^ Mr. White made many friends, was ap- 
parently well- liked and had joined in community activities. Mr. White 
wanted to make more money^ so he thougjit he would start a business. 
He was encouraged by his wife to try a way of life that would bring more 
income tlian teadiing. 

In 1967, Mr. White heard through a friend of a stock of hardware 
for sale in a neiglibouring town. Ihe owner of the store had died. For 
$2,000 .00, Mr. Wliite was offered an inventory of hardware items. In- 
vestigating the possibilities in his home town, he found tliat he could 
rent, a vacant store building between two retail businesses. One of 
tliese businesses was a feed store, and the other one was a long estab- 
lished hardware store owned by a smart middle-aged businessman. Al- 
though a local banker told Mr. White not to leave his job as a scliool 
teacher, he took his savings of $2 ,000 .00 and^ entered the^i hardware busi- 
ness. 

Other businessmen in the town didn't think the new hardware dealer' 
cli-iAces of success were very good. One of the local retailers said 
rh;.-.^:^ wasn't room in the town for two hardware stores. 

Upon opening his store, Mr. White placed a sign in the window 
stating: "This store is open for business - hours six a.m. to ten p.m. 
The owner will do business outside of regular business hours.'* Mr. 
White tliougjit that in this way he could compete with the established 
hardware store next door. 

During weekdays, Mr. White's hardware store was the only place of 
business in town open after six p.m. However, the long hours during 
which the hardware was kept open were hours of quiet, uncomfortable lei- 
sure for the owner. Mr. Wliite didn't make too many sales. 
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Ihe only customers that Mr. White attracted were a few poor credit 
risks, who purcliased small iteni5 from the new hardware on '^redit ratlier 
tlian paying cash in tlie established store. The scliool teaclier-tumed- 
biisinessman soon discovered that his stock was down, that he had no 
cash with whicli to purcliase new stock, and tliat he; couldn^t borrow any 
more money to keep the business going. 

With conpetition from tlie ciitablished hardware next door, Mr. 
Vihite^s business lasted only eighteen months. Fhere had never really 
been mucli of a chance for succsss. Ihe market for hardv;are items in 
tlie town was too small to support two hardware stores. Even the best 
manager could no^. have made a success of Wliite^s Hardware. 

Mr. White wished he had checked into tilings more carefully before 
he started the business, ^^aybe the pay for teacliing wasn't so bad 
after all. 



Questions for Discussion 

1. Miy did White's Hardware fail? 

Z. What should Mr. Vihite have done before he started the bijisiness? 
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SUBJECT 



MARKETING 



LESSON MKT2 



WHAT IS A MARKET? 



CASE MKT2 



- 2 



1 1 



'PAUL'S PROBLEM' 



Last year Paul JohLTLson took over as nanaper of a Co-op store which 
sold groceries ajid dry goods. He had woiKed as a clerk in tJie store 
for two years and this was his first experience as a manager. 

Tlie Co-op store v/as located in a small town quite far from other 
settlements. Most of the people who lived in the town depended upon 
trapping and fishing for a living. There were a few tourist camps which 
operated during hunting and fishing seasons, and which employed some 
of the men of the town as guides. Some of the women worked as helpers 
and •w:ooks at these cainps. Also there were some government jobs but they 
didn't la-St the year round. 

There was one other store in town ivhich sold groceries, dry goods 
and hardware. This was Logan's General Store. The avner, Jacob Logan, 
had lived in the tovm for many years. Logan's prices were slightly higher 
than the Co-op but many people still bought their supplies there. Logan 
operated on a ''cash only" basis. Logan stayed open till after supper and 
he also opened up if people needed supplies on Sundays. 

One evening, Paul was talking about his business with Peter, his 
brother, "You know, Peter, I have been thinking about getting the Board 
of Directors to okay a plan to build onto the store. I think that is the 
only way we can make this business pay for itself. Sales were down from 
what I thought they would be and we had a loss on total operations.'^ 

Paul iientioned that his competition from Logan shouldn't have hurt 
his business as much as it did. "A lot of people here in town stop in 
at Logan's just to sit around and talk, but don't seem to buy anything. 
I don't allow people to just sit around in my store. The store is a 
place to buy things, not to meet friends. If people want to sit around 
and talk they can go someplace else. When people aren^t buying they just 
get in other people's way. 



ERIC 



529 



MKT2 



''Also, I don^t think that I should have to open up at special times 
for anybody. After all, everyone knows the store hours are 8:00 a.m. 
to 6:00 p.m. Those have been the hours for as long as I've been here 
and I don't see why I should change them. Sure, some of the men don't 
get back from the lake till late at 'night but they can still wait till 
morning to buy their supplies. '* 

'*Say, Peter, you knov>r those fancy shirts I had' sent in special. I 
got a real deal on them. Thought I would really sell a lot of them. 
Seems people here don't like fancy clothes. The guy I ordered them from 
said that in the big cities they caii't get enough; sell them as fast as 
they put them on the counters. No sir, I sure can't understand why I 
didn't sell any. 

"Now you look at those big tin boxes I used to sell. I ordered only 
a dozen because I couldn't figure out why qjiyone would want them. Boy, 
they sold out in a week - the guys use them to put their tools in so 
they don't get lost or get in the way. People still ask me about them. 
I bet I could have sold five dozen that month but they're too hard to 
handle in the store. They take up a lot of space and they don't really 
sell at a ver)^ high price. 

"And do you know that foo'dstuffs haven't really been selling that 
good lately? Jacob Logan says' that he's doing a real good business 
selling food supplies. Not too many people are buying a lot from us, 
but I guess that will change when tourist camps start stocking up for 
the coming season and people get ready to go out fishing. Logan sells 
at a higlier price but he gives a discount to people buying big orders. 
I guess that might sell a lot of stuff but I don't think it's a good 
idea. Nope, anyone who buys from us has to pay the same price as every- 
one else; other\Nrise it's not fair to people. It doesn't matter how much 
they buy, I'll still charge the same. And I don't think that I should 
put in special orders every year when the big orders from the camps come. 

"Nope, if those people want to buy here they have to pay the same 
as anyone else and if I'm out of something, tough luck. 

"You know, Peter, the only way we're going to keep this store going 
is to build it' bigger. That way we can get a large variety of goods in. 
There's a lot of new products I can get which I bet will really sell." 



Questions for Discussion 

1. Does Paul have a problem? If so, what type of problem is it and 
' what are the causes? 

2. Suppose you are a business consultant. You are called in to evalu- 
ate this situation and to prepare a report containing your recom- 
mendations regarding things that can be done to ijnprove business. 
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SUBJliCT 



MAIiKIiTING 



u£ssoN ivrr3 



SIZING Ul^ A MAIIKET OPPORTUlNinY 



INSTRUCTOR'S GTJIDli 



ovr:RViEW 



In tlie lesson MKTl, "Introduction to Marketing", tlie students were 
introduced to tlie concept o£ marketing. 'Iliey saw that marketing con- 
sists o£ all tlie activities involved in moving goods from tJic producer 
to the consumer. In lesson MKTZ^ "Wliat Is a Market?", tlie students 
learned that the existence of a market requires people or oth ;)r busi- 
nesses who have a need for products and services, tlie ability to pay 
for them and a willingness to buy tliem. Tliis lesson studies tl*:e steps 
involved in sizing up a specific market; that is, cliecking tlie potential 
of a specific business in a specific to\m or community. 

Ihe lesson covers a large area of marketing. It will be necessary' 
for the instructor to go over tlie Readings carefully and tlioroughly and 
to illustrate the steps witli examples to ensure that tlie students grasp 
the content r 

At this point in tlie course, the students are familiar with a 
sinple accounting system. The instructor should relate tlie forecasting 
of sales, costs and profits to the Profit and Loss Sratement. In later 
lessons, tlie students will have an opportunity to study projected i^tate- 
ments which are really the same as the forecasting mentioned in this 



This lesson is quite lengthy; the students may need a break between 
tlie different sections. 



Hie students will be able to list and carry out the steps to be tused 



lesson. 



OBJECTIVE 
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MKTS 



PURPOSE 

In tliis lesson you' will discuss tlie five steps tndt you 
should use to detennine if it will be profitable to start up your 
own business; tliat isy you will study the five steps in sizing up 
a market opportunity. 



INTRODUCTIC: I 

l3 it i:.ecessary to tl:orou^ly investigate a market opportun- 
ity before going into business? In a legal sense, the answer is 
'no^, but for your own benefit, it is wise to do so. If you do 
not examine the market before going into business, you may dis- 
cover that there is no market - the result is usually business 
failure. 

T\\e purpose of market investigation is to obtain information 
whicli will help increase your cliances of success in a particiiLar 
business. Therefore, your aim should be to start the ri^t kind 
of business in the right location. The best way to do this is to 
investigate several market opportunities to see which one is the 
best. Perhaps a different type of business or a different lo- 
cation would be better for you. Perhaps it would be better for 
you not to go into business at all, but to work for sone firm or 
institution. These questions should be investigated before you 
start a business. It pays to do any x>3search that will increase 
your chances of success . 



OBJECTIVE: THE STUDENTS WILL BE ABLE TO LIST A^© CARRY OUT THE STEPS 
TO BE USED IN SIZING UP A MARKET OPPORTUNITY. 



Stimulus 

2. Refer students back to case MKT2-1, '^White's Hardware'', and ask: 
'TVhat steps should Mr. White have gone throu^ to size up the 
market opportunity for hardware iteriis before he started his busi- 
ness ^ ^ 



Clarify Problem " 

3. Record the student's answers on the flip chart; then have the 
students arrange tl\e steps in the order in whicli they should be 
carried out. If students are having difficrlty suggesting steps 
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to be followed, ask: 'Wiat steps should you go throu^ in sizing 
up the market opvortuaity for your business?" 



Provide Information 

4. Read and discuss Section 1 of the Readings. Enphasize the im- 
portance of Icnowing whether or not there is enou^ business (cus- 
.tomers) in the area before starting the business. 



CONTENT- 

1. Sizing Yo u r Market 

Before you start a business, you should do whatever you 
can to determine whetlier or not the business will be profit- 
able. To do this, you should know if the market is big 
enoug^i, if there will be enoug^i customers, what volume of 
sales you mi^t expect, if there is con^Detition, etc. You 
should determine approximately how mucli it will cost to start 
and operate tlie business. 

By subtracting projected costs from projected income, 
you can get some idea whether or not the business will be 
profitable, and if the market opportunity is worthwhile. 
For exanple, if you find that there i5 a poor market oppor- 
tunity - few customers, few sales, lots of conpetition, etc. 
you will not try to start that particular business in that 
location. 

Ihere are five steps you should use to determine the 
profitability of a potential business. 



5. Read Section 1. a of the Readings. 



a. Step 1: Deciding on the Type of Business 

Ihe - three major types of business that you must, choose 
from are: 

(1) . Merchandising Business 

This type of btisiness buys finished products from 
wholesalers or manufacturers and retails (or whole- 
sales) them to others for consuntption (or resale). 
For exaiq^le, if you start a grocery store, you 
will be engaged in a merchandising business. \ou 
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will be buying products and selling them to con- 
sumers. 

(2) . Service Business 

This type of business offers special services to 
consumers, merchandisers, or even to manufacturers. 
It renders this service in exchange for a fee.. 
For example, if you start a taxi, business , you will 
be providing a service to both consumer markets 
(the public) and to business markets (delivering 
goods) . 

(3) Manufacturing or Processing Business 

Hiis type of business receiA^s materials in o^ie 
form, works on them and distributes them in an al- 
tered form. For example, if you cut pulp and sell 
it to a pulp mill, you will be engaged. in a manu- 
facturing business. You will be producing a pro- 
duct (pulpwood or logs) and selling this, product 
to 8. business market (the pulp mill). Or, if you 
make and sell popcorn on a street comer, you will 
also be engaged in a manufacturing business. 

Which type of business are the following: a handicraft 
shop, barber shop, dry cleaner, hardware store, shoe 
store, and sendee station? 

Hiree of the most important questions to ask when de- 
ciding what type of business to start are: 

(1) Is there a NEED for tliis type of business ? Does 
a market exist ? ^ 
If you have lived in or near a certain community 
most of your life, you may feel you know tli^e needs 
of the people there. As a result, you may con- 
sider a survey of the market unaecessary. However, 
according to the definition of a market, the peo- 
ple must not only need your products but they must 
be able and willing to pay for them. For example, 
people may need shoes and may have the money to 
pay for them, but if the shoes are priced at, $35.00 
they may not be willing to pay that hi^ a price. 
Thus , a need may exist, but there may be no market. 
In other words, people are not willing (choose not 
to) or are unable (they lack the finances) to act 
on certain needs. 

You can determine if a need for your type of busi- 
ness exists by interviewing or talking to tlie peo- 
ple in the area. Do they use the product or ser- 
vice? Where do they purchase it? Would they prefer 
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to purchase locally i£ they could? 

M additional reason for evaluating a market op- 
portunity is ^that this information is necessary if 
you apply for a loan or grant. Is the market 
stable? Is the demand for tlie product or service 
. increasing. or decreasing? Is the demand likely to 
change grqatly in the future? A lending agency 
will want facts and figures before it will approve 
a loan or grant. 

If there is little need for the product or service 
you want to sell, you will have poor sales, your 
business may fail or it may not give you as mucli 
profit as you want or need. 

(2) Do I have the SKILLS to run tliis type of business? 
Before deciding to go into business, you must care- 
fully analyze your personality, leadership ability 
and technical skills. If you do not have the skills 
to operate a particular type of business, perhaps 
you should consider another type of business, or 
work for someone else to gain experience. 

(3) Do I have, or can I obtain, sufficient FINANCING 
to start a bus mess V " 
Financing is a vital consideration when starting a 
business. You must make arrangements for sufficient 
finances to operate the business properly and to 
cover any unexpected expenses that may arise, be- 
fore you start a business. 

Your business is almost certain to fail if . there is 
little or no market for your products or services, if 
you lack the skills necessary to operate a certain type 
of business, or if you lack adequate financing; there- 
fore, choose a busmess for which tliere is a need and 
for which you have (or can obtain) the necessary skills 
and adequate financing. 



6. Answers to type of business: handicraft shop: production and 
merchandising; barber shop: service; dry cleaner: service; hard- 
ware store: merchandising; shoe store: merdiandising; service 
station: service and merchandising. 

7. Ask students: 'How many of you have more than one type of busi- 
ness in mind which you mi^t start up? Is there a NEED for this 
type of business? Do you have the SKILLS to run this type of 
business?" 
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8. Bead Sf^ction 1, i© o£ the iieadiagji; discits each sub-section- 



Qioxce of a Ic 
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ExotTJoj' your busiuess is ^ inportant 
factor in it^ success or failux^. A pooTly-ruQ busi- 
i2es.s cm ofitea survive in a good location, biit even tbe 
finest business will fail in a poor locatim- 

TixiiTe aj:^ two inportant aspects to consider in choosing 
a location for a joerdiandising or service business- 
:(X3ioice of a location for a jBanufacturiug business will 
be discussed in lesson PROJ03, "Plant Location*', } 

(1) You mil laavi^ to dboose a particular cojrnmjaity in 
Aftdbiich to locate your business- Your choice will 
d&pend on several factors; 

(a) jPgrsQsaal Factors 

You will have to etetexmine vdiether or not you 
want to be near ifoniends and relatives ^ or in 
a comnttjaity vdaere you are unuknown Dc you 
prefer a -rural area^ yillaige^ tcm or city? 
In *^fciicii re;gjlan or part of tiie comtjy would 
you like to locate. Does yourteaJth require 
you to locate in a particular climate? 

iCb} Ecmomic JFactors 

you mil want to' locate your business in an 
area where custoraers Jiave regular incojues over 
the lQa:g ruQ^ Are jobs available locally or 
do wojfcers kam to leave the area to £md em- 
plqyraent? Is eiiployjnemt seasonal or regular? 
Are lih^ire ^good road and transportaticHa faci 1- 
ities into the area? What is the volume, or 
potential yoiunie, of salas? 

:(cj Cojiipetiticgi 

You will iaave to evaluate the CQii5>etition, if 
any^ in both the iinmediate and surrounding 
.a^^a. if similar businesses are serving the 
s^iiue m^fet^ there jnay not he sufficient sales 
for all to ccBitinue operating. Is the need 
currently ibeing jnet? Does another business in 
tlie ccOTrajnity or nearby handle the sanie pro- 
ducts or services? Do current businesses 
specialize or do they handle may products or 
services? You will also want to determine the 
amomt of iraney cunmtiy being spent on the 
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products or services, or how jmd\ would be 
spent if the products or services were avail- 
able locally. I£ the need is being met, you 
will need to know what percentage o£ sales 
' volume goes to each, conpetitor. 

(2) You will have to clioose a site witliin the commun- 
ity. Your choice will often depend on the size of 
tiie community. 

In a city you have to determine whether you want 
to locate in the downtown area or in an outlying 
or suburban area. In a town, village or small 
community, location is mucli easier to determine. 
Hiere is usually a central location which is tlie 
most convenient for your custoinsrs, and you would 
probably clioose a site in or near this location. 

Can you list other factors that you should consider be- 
fore deciding where to locate your business? 

In making a final decision on -location, you should weig^ 
the advantages and disadvantages of each of the factors 
listed above. You should avoid making a snap or emo- 
tional decision. One location may haA;e a better market 
opportunity than another. In lesson MKT13, "Analyzing 
Your Market'*, you will discuss location factors in more 
detail. 



9. Hand out and read case MKT3-1, '^Locating a Store". Discuss the 
question, at the end of the case. Ask students to vote on whicla 
is tlie best location, and to give reasons for their clioice. , 

Ask: /Wiat are the advantages and disadvantages of eacli location?" 

10. Discuss tlie pros and cons of being knom in the town versus being 
a stranger in the town. Put the following table on the flip chart 
for discussion. 
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You can start a business 
in a torn where you know 
the people and they know 
you. 


You can start a business in 
a town where you do not know 
tlie people and they do not . 
know you. 


Advantages 


Disadvantages 


Advantages 


Disadvantages 


I£ the people 
like you, they 
will come to 
your store . 

You will know 
whicli customers 
you can trust' 
and \>diich you 
cannot. 

You will not 
have the prob- 
lems o£ ad- 
justing to a 
new town. 


People may take 
advantage o£ you 
because they 
know you 

People may be 
upset i£ you do 
not give them 
credit. 

You may have 
a hard time 
saying 'no' to 
the people. 


People will not 
take advantage 
o£ you. 

If you are caire- 
ful, you can 
make £r lends 
and build up a 
good business . 


You are a 
stranger. 

People may 
not trust 
you. 

You do not 
know which 
customers 
you can 
truist and 
which you 
cannot. 



11. Discuss tlie decision a businessman has to make about what part o£ 
town would make tlie best location for his store. Ask: 

a. 'Wiat are the pedestrian traffic patterns in the town?'' 

b. "Are other businesses near by?" 

c. ^TVill the business be conveniently located (close to parking^r 
bus stop, or close to where the people live)?" 

d. "Is there enou^ room for expansion?" 
Ask students to list otlier factors, 

12. Read Sections 1. c, d, e and 2. 



c. Step 3: Forecasting Your Sales 

Sales forecasting means estimating the size of your 
market; that is, how much of your product or service you 
can expect to sell in the future. Before starting a 
business, you must estimate what share of the market you 
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For exanple, you may find that there are 200 fam- 
ilies in tlie town and surromding area, and that 
the average family spends $100.00 a year on your 
type of product. Tlierefore, yearly sales potential 
to the families would be 200 x $100.00 = $20,000.00. 

You may also find that tliere are 30 otlier businesses 
in town that would buy som of your product and 
tliat, on the average, each business would spend 
$150.00 a year on these items. Tlierefore, yearly 
sa?es potential to otlier businesses would be 
30 X $150.00 = $4,500.00. Thus the total yearly 
sales forecast for items in your market area would 
be $20,000.00 + $4,500.00 = $24,500.00. 

(3) You will have to estimate your share of the sales. 
You can expect to capture the total sales potential 
of the market area only if tliere is no competition. 
If there is conipetition, you will have to determine 
what share of the market your conpetitors have and 
what share you can expect to get. Maybe you cap. 
take some of the market away from your conpetition. 
You might be able to win customers by satisfying 
them better than your coii5)etitor, throu^i: 

(a) better products - higher quality, more style ^ 
and variety 

(b) better prices 

(c) better prcmotion - more effective advertising 
and display, informed sales clerks 

(dj better service - quick delivery, good credit 
terms 

(e) better location - more convenient, better 
parking. 

Step 4: Estimate Your Costs 

Oice you have determined a sales forecast for a certain 
period of Lime in the future, you will have to estimate 
the costs of nming the busineiss. You will have to 
consider the cost of the goods (purchase and frei^t) , 
of wages J advertising and taxes, of heat, power and 
rent, and of loan payments. 

Step 5: Estimate Your Profits . 
Qice you have estimated your sales and costs, you will 
have to calcxilate what your profits are likely to be. 
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ESTBIATED PROFITS = ESTIMATED SALES - ESTIMATED COSTS 



For exajiple, i£ your estimated costs for one year are 
a total o£ $20,000.00, and your estimated sales are 
$24,500.00, your profits would be: 

ESTIMATED PROFITS = ESTIMATED SALES - ESTIMATED COSTS 
= <;24,500.00 ■ - $20,000.00 
= $ 4,500.00 

Therefore, you would have a profit for the year. 

You should try to estimate what your profits will be 
for one, two, or three years in the future. To do this, 
yo.u will have to make sales forecasts and cost esti- 
mates for each of these years in the future. Many loan 
applications require this information. 



2 . Summary 

It is always wise to size up the profitability of the 
market before you start a business. Soins business opportun- 
ities may be good; some my be poor. A thorougji investi- 
gation before you engage in biasiness will inprove your 
chances of success. 



13. Discuss the relationship of the forecasting of sales, costs and 
profits with the Profit and Loss Statement. The instructor should 
indicate to students that these last three steps will be studied 
again in lesson FAB42, "Projected Fin.ancial Statements". 

14. Summarize the lesson by showing and disciassing Projectual MKT3-1, 
"Steps in Sizing Up Your Market". 

15. The instructor should plan a trip for the class to one or more 
retail operations. Arrange with manager for a conducted tour 
of the business and a discussion period with the manager on mar- 
keting, personnel and related questions. 



Indicator 



16. Ask each student to write a report on the business opportunity 
which he plans to explore, outlining how he would use the five 
steps to size vp the business opportunity. In most cases, it is 
too soon to expect the students to have specific data available, 
but they should be thinking of how they could use the steps in 
their particular circumstances, where they would get the information 
they need, and how they would go about getting it. 
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SUBJECT • MARKETING 



LESSON MKTS SIZING UP A MARKET OPPORTUNITY 



CASE MKT3 - 1 
LOCATING A STORE 



Jim and Dave were both plamiag on going into business" for them- 
selves. One day they were talking about where eacli one was going to 
build his general store. Both o£ them had looked at several poss^ible 
locations before they made their decisions. 

Jim ha:d decided to build in his home town. He figured that be- 
cause he knew most of the people there and because he was well-liked, 
he would do really well in business. • 

Dave had decided to set his business in a town some distance 
away. Dave didn't know too many people in the town, but he still 
thou^t that a well-run business would be a success there, 

Jim and Dave were talking about how they had made their decisons. 

Jim said he had d^icided to build in his home town because he knew 
most of the people. Ihere was a Co-op store and a Hudson's Bay store 
tliere already, but Jim still, figured he could do a good business. Both 
the Co-op and the Bay stores had been in business for some time. They 
both did a lot of business. 

Jim's home town wasn't very big. Tlie people who lived there worked 
at fishing and hunting. Svivo of the people worked part time with the 
government. Some of the people worked at jobs on the outside, mainly 
at construction and in the mines. These people only came back home four 
or five times a year for periods of a week or two. 

Transportation into Jim's horns town was by boat or plane. The Bay 
and the Co-op stores had their siqDplies transported into the town by 
barge in the summer. A few supplies were flown in during the winter . 
but not too much could be brougfit in tiiis way. 
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Dave asked Jim i£ he thougjit that there was enough business in the 
torn for tliree stores. Jim said that there was because there were so 
many people. Jim also thoug^it that he could do well because he knew 
most o£ the people and because he had lived there since he was a small 
boy. 

Ihe town where Dave had decided to build his store already had one 
general store. It was the only store in town. Hie people in this to\\n 
did some trapping and fishing but tliey also had some tourist camps. 
There was a mine sitmted in a community a few miles away and many of 
the men in the town worked in the mine. Hiey lived at tlie mine all 
week and they came home to tlieir families on weekends. • There was also 
some logging in the country around the town. Many of the men worked on 
the cutting crews. The cut timber was trucked out to tlie mill in the 
south by a road which ran past the town. Dave figured that because 
people had jobs all year round tliere was* a better diance to make a busi- 
ness succeed in this town. He figured that there were enough people to 
keep two stores busy all year round. Dave tliought tliat, with the right 
policies, and by offering the rig^t merchandise, he would do all ri^it by 
building his store in this town. 



Question for Discussion 

1* Which loca'Lion do you tliiiik is best from a business point o£ view, 
Jim's or Dave's? IVhy? 
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SUBJECT BUSINESS 

LESSQN BLl INTRODUCTION TO BUSINESS LAW 



INSTRUCTOR'S GUIDE 



OVERVIEW 

A group o£ people living in a geographically or politically defined 
area (Canada, for exaiiple) develops strong customs that direct the basic 
pattern of group living, Ihese cistoms eventuaii./ become knom to all 
group members and further develop into rules of conduct. -Eventually 
these rules of conduct become institutionalized in legislative enactments, 
administrative decrees,, and judicial decisions. Law is thus formed by 
tiie process of social recognition and acceptance. 

Rules of law develop to preserve fairness and justice in tlie social 
setting. Fairness and justice are important because conflicts arise 
from time to tinu among members of an organized society. Conflicts arise 
because certain members of society atteirpt to assert ri^ts which in- 
fringe on tlie ri^its of other menbers of tliat society, or in . the society 
as a whole. This problem increases as populations grow and sdciery be- 
comes more complex. 

A basic tenet of our society is the ri^it to individual ownership 
of property* that is, private property sucli as land, goods, and money. 
In tlieory, members of our societ)" recognize an.d accept each other's 
rights of ownership. However, in practice, some menbers attempt to ex- 
ercise property ri^ts or engage in a.::tivities which can infringe upon the 
rights of otiiers. Ihe law spells out ^.he extent of individual ri^its 
and responsibilities. That is, it states what an individual must do, 
may do, and may not do in various situations. Mien disputes arise, it 
becomes necessary to determine whether someone has violated a rule of law. 
If so, it must furtiier be determined whether someone else is entitled to 
conpensation because of tlie violation. Ihus, in addition o being a 
formalized set of rules, tlie law also serves as a system through which 
disputes are settled. 
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Business activity cannot take place in an atmosphere o£ legal un- 
certainty. Without a set o£ legal rules there would be no protection 
to persons or to property, no means o£ enforcing contracts, and no basis 
upon whicli to determine the validity o£ claims put forth by disputing 
parties . 

The law serves as an aid to business by upholding the right to pri- 
vate property (the otvnership of land, buildings, equipment, etc.)? by 
providing the means through which property rights may be transferred 
(conditional sales agreements, Sale of Goods Act, etc.), and by pro- 
viding ways in which transfer can be facilitated (allowing agents to act 
for the principals, allowing mortgages, etc.)* The law also spells out 
in detail the legal responsibilities of businessmen both within and out- 
side the individual firm (Unemployment Insurance, Canada Pension Plan 
and Income Tax regulations, etc., and laws the businessman must adhere to 
regarding consumer protection, etc.). 

In recent years pressures for social, economic and environmental 
change have been brought to bear on religious, governmental and educa- 
tional institutions. These same pressures are now being brought to bear 
on business institutions. The result of these pressures has been an in- 
crease in legislation directed at business enterprises. Examples in- 
clude anti-pollution legislation, truth- in-advertising laws, legislation 
for the protection of consumers, and changes in income tax 5 pension plan 
and unemployment insurance regulations. 

To protect themselves, businessmen must be aware of legislative 
trends, that is, they must know or obtain advice about legal matters that 
can affect their operations. 

The Business Law subject area in this course points out some of tiie 
basic legal matters with which every businessman should be familiar. We 
neither intend nor expect that anyone will become competent enough to 
handle their_own legal affairs by studying these Business Law lessens. 
We do, however, expect that there will be an increased familiarity with 
the rules of law and. the legal system. The individual will be better 
able to anticipate his legal needs and will be able to deal more knowl- 
edgeably with lawyers and government agencies. 

This lesson discusses the sources and divisions of law. It also 
outlines, briefly, the topics to be covered in the Business Law subject 
area. A set of supplementary readings at the end of the lesson provide 
information on tl\e sti*^jcture of the Canadian legal system and the pro- 
cedures involved in using this system. 
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OBJBCTIVT: 

Ihe students will have a general awareness of the two major sources 
and six inain classes of law in Canada. 



REFERE NCE NWIT^RIAl. FOR INSTRUCTOR 

1. Anger, IVilliajn 11. and Anger, ILD. Suinmary of Canadian Commercial 
Law. 18tli rev. ed. Toronto: Sir Isaac PitmaJi [Canada) Ltd. , * 
• l%2, cli.- 1. 

2\ diapman, F.A.R. Fundamentals of Canadian Law > Toronto: McGraw-Hill 
Cojnpaiiy of Canada Ltd., 1965, chs. 1, 2, 3. 

3. Sm>'tJij James E. and Sobemian, D.A. Ti\e Law and Business Adminis - 
tration in Canada . 2nd ed. ScarBorough, Ontario: Prentice- 
Hall of Canada Ltd., 1963, chs. 1, 2, 3. 



RESOURCES required ' 
1. Flip chart. 

NmHODOLOGY ' " ^ 

1. Do NOT hand out tlic Readings at this point. 

2. Read the Purpose of the Readings to the group, then write the words 
^sources* and/ classes^ on the flip diart. 



OBJECTIVE: THE STUDEiYI^ WILL HAVE A GENERAL AWARENESS OF TTiE TWO MAJOR 
SOURCES AND SIX MAIN CLASSES OF LAW IN CANADA. 



Stimulus 

3. Ask: ^IVhat is law? Can anyone define it or tell us what it is?" 

List tlie definitions on the flip chart. Allow students to discuss 
their definitions among themselves but do not clarify anytliing at 
this point. 
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4. Ask the students i£ they know the sources o£ our laws, that is, 
where the/ came from. Answers should be listed under the heading 
^'sources" which was written on the flip diart earlier. 

5, Ask the stv'.dents j.£ they know the various classes o£ law. Answers 
will bo listed on the £lip chart under the heading **classes^\ 



Clarify Problem 

6. Hand out the Readings. 

7. Have the students read the Purpose again and also go over the In- 
troduction and Section 1 o£ the Readings. Compare Readings with 
answers on the flip chart. Stop for discussion as necessary. 



PURPOSE 

The purpose of this lesson is to provide you with information 
about the sources and major divisions of law in Canada and the 
classes into which the law is divided. 

The instructor will provide you with a complete list of the 
topics to be covered in the Business Law subject area. He will 
briefly discuss each topic commenting on its importance to a busi- 
nessman . 

^ The supplementary readings at the end of this lesson contain 
information about how our legal system works.. You will lock at the 
system of courts in Canada and how the courts function. 



INTRODUCTION 

The importance of law in business has been discussed in some 
of the Management Process lessons. However, before you start 
dealing with specific topics that an owner-manager should know, it 
IS advisable to set up a framework showing the various sources 
divisions, and classes of law. ' 

The two major sources and divisions of law in Canada are: 

1. Common law 

2. Statute law 

- The law is also divided into various classes as follows: 

1. Criminal law 

2. Constitutional law 
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3. Military law 

4. Ecclesiastical law 

5 . International law 

6. Private (or civil) law 

Each of these will be discussed briefly in the following 
sections of this lesson. 



CONTENT 

1, What is Law? 

There are many definitions of law jiist as there are many 
types of law In this course you will be studying private or 
civil law - a set of rules and regulations that our law courts 
will enforce. 

Below are two definitions of law. They are presented 
for your consideration and are not intended to be the only 
definitions that apply to the field of law. 

Lcao coyiS^t6 KuZu, Zald doiA)K 
by vcuu.oM autkoAyUtle^ , loltich can- 
not be b^okzn {jolikoat pznaLty.^ 

Lai/) con^^t6 tko^z xuZeA kzqul- 
tcuttng mzn^^ condac^ In ^ocii2^y 
wlvick oAz mioKczd by oxgan^ 
tkz goveAnmznt tk^oagk tkz u^z 
pznaJbtiu OK ^oKcz.^ 

■^F.A.R. Chapman, Fundamentals of Canadian Law (Toronto: McGraw- 
Hill, 1965), p. 3. 

'^J.E. Smyth and D.A. Soberman, The Law and Business Adminis- 
tration in Canada , 2nd ed. (Toronto: Prentice -Hall, 1968), p. 3. 



8. Ask the students if they know the meaning of: 

a. Common law 

b. Statute law. 

List answers on the flip chart. 

9. Ask the students if they know the meaning of: 

a. Criminal law 

b. Constitutional law 
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c. Military law 

d. '.licciesiastical law 

e. International law 

f. Private (or civil) law. 

Lift iinswers on tlie flip cliart. 



Provide Infoinia'tion 

10. Go over .Sections 2 and 3 of tlie Readings with the group. Compare 
infomnation in Readings to answers on the flip chart. Stop and 
discuss as necessaiy* 



Conunon Law and Statute Law 

a. Cojiiriion La\v 

Common law originated in England. In early times as 
various races of people settled in different areas of the 
country they established their own local laws. As busi- 
ness activities expanded and communication methods im- 
proved, a need arose to establish a set of laws that 
would apply uniformly througliout the countr)^. Tlie auth- 
orities decided to gather together the laws from each 
district. Certain laws which were common to all areas 
of the country were collected, adapted and established as 
the Common Law of England. 

Common Law follows the rule of precedent. This means that 
when a judge tries a case, he determines what decisions 
have been reached by judges in prior cases with similar 
circumstances and he follows those decisions. In Canada, 
the Common Law applies in all provinces except Quebec^ 
which has a civil code of laws. 

b. Statute Law 

Statute law consists of acts passed by Parliament and the 
provincial legislatures, and of by-laws passed by muni- 
cipal govemnu nt:s, lliese acts or statutes are referred to 
as ^^legislation''. A statute overrides all the common law 
dealing with the sajne point. 

In many cases statute law is the codification of the ex- 
isting common law. Examples are the Bills of Exchange 
Act, the Criminal Code, the Sale of Goods Act and The Part- 
nership Act. 

Statutes are used to introduce new law in some cases. In 
other cases statutes may be used to amend or change former 
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law to bring it up-to-date witla changing conditions in 
society. 



Classes of Law 

You will not be studying most of the following classes 
of law in tlais course. However, they are included and briefly 
explained to give a complete picture . of our legal system. 

a. Criminal Law 

Criminal law prohibits violations of the laws that are in- 
jurious to others or to tlae country. Examples include 
manslaugjiter, breaking and entering,- arson, and theft. 
These violations are ''indictable offences'', that is, of- 
fences for which the wrong-doer may be prosecuted, and 
whicli are punishable by either a fine, imprisonment or 
both. 

b. Constitutional Law 

Constitutional law consists of the laws that determine' 
the system of government we have. Constitutional law in 
Canada is governed by the British North America Act 
(tlie B.N. A. Act). Under this act there is a division of 
powers in Canada between the federal and provincial gov- 
ernments; for exanple, defence is^ the responsibility of 
the federal, government and education is the responsibil- 
ity of the provinces. 

c. Mili tary Law 

WHtaryTm inposes controls on the conduct of members 
of the armed services. Besides being subject to military 
law, menbers of the armed services are subject to all 
other laws. 

d. E cclesiastical, Canon or Church Law 

Church law is the source of our laws relating to marriage, 
incest and succession. In addition, this class of law 
regulates tlie conduct of mej±)ers of the clergy. 

e . International Law 

International law relates to the rules upon which nations 
agree to govern their relations with eacli other. Agree- 
ments regarding territorial waters are an exanple, 

f . Private (or civil) Law 

Hiere are foiir main branches of law to be considered here: 

(1) Contractual ri^its 
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(2) Property rights 

(3) Persmal ri^its 

(4) Administrative regulations 

In tliis course we will be emphasizing contractual and 
property rights. 



11. Tlie instructor will briefly describe the lessons to* be covered in 

the Business Law subject area as tlie students read Section 4. of the 
Readings. Discuss as necessary. 



4. Lsssons in the Business Law Subject Area 

The following list outlines the topics that will be 
covered in tliese lessons. The instructor will briefly dis- 
cuss eadi topic, pointing out its inportance to you as future 
businessmen. 

Introduction to Business Law 

Tins lesson introduces you to the varioiis sources, 
divisions • and classes of law. 

Introduction to Different Forms of Business Organi- 
zation 

You will be introduced 'to the four legal fomis of 
business organization: proprietorship, partnership, 
limited company and co- ope rati a^. 

Proprietorships and Partnerships 

In this lesson you examine some- of the major aspects 
of proprietorships and partnerships. 

L imited Conpanies and Co-operatives 
You will discuss some of the major aspects of lim- 
ited conpanies and co-operatives in tliis lesson. 

Legal Steps Required in Setting Up Each Form of 
Business Organization 

In this lesson you. will be examining and discussing 
the various legal steps that are required after you 
have decided on the form of biisiness organization 
you want. 

The Legal Contract 

A contract is the basic tool of business. In this 
lesson you will study and discuss the fi\'e major 
elements that must be present before a legally en- 
forceable contract exists. A legal contract, very 
generally speaking, is a set of promises that the 
law will enforce. 
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BL7: Special Contracts : Hie Sale of Goods 

Ihis lesson emphasizes tlie important aspects o£ a 
contract of sale. It also points out the use of 
and importance of an agreement to sell. 

m 

BL8: Special Contracts: Business Insurance 

In this lesson you will discuss the importance of 
biisiness insurance. You will also examine the 
types of business insurance that are available. 

BL9 : ' CXvnership and Transfer of Real Estate 

Tills topic is of particular inportance to anyone 
who plans on going into business. 

BLIO: . Lsases 

Many biosinessmen lease property instead of buying 
it. Ihis lesson examines the important aspects of 
leasing and discusses some things that you should 
know if you ever plan on leasing property. 

BLll : Mortgages 

If you borrow money to purdiase property, or if - 
you own property and borrow money, you may be re- 
qmred to give your creditors a mortgage on your 
property. This lesson examint;b the main things 
that you should know about mortgages. 

BL12: Insolvency and Bankruptcy 

There are many reasons for bias iness failure, but 
most of them stem from poor management. Business- 
men often think tliey can do notliing to prevent 
their business from failing - sometimes there IS 
nothing tiiey can do. However, as tliis lesson points 
out, tlie law can provide help for businessmen who 
are in financial trouble. If the business cannot 
be saved financially, tlie law can help the business- 
man to become free of debt. 

BL13: Ilie Indian Act 

This lesson involvBS a discussion of the Indian Act 
which may help the student to play a more produc- 
tive r-jle in his community. 

The above list of topics-will give you some idea of the 
lessons to be covered in this subject. You will not become 
your own lawyer sinply by studying these lessons. You will. 
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however, have a much better appreciation o£ legal procedures 
and will also know when to call on the services of a lawyer 
to ensure that your business interests are protected- 



12. Go over Section 5 o£ the Readings with the group. 



5. Summary 

In this lesson you have been introduced to the two ma- 
jor sources and divisions o£ law: 

a. Common law 

b. Statute law. 



In addition, you have learned that the law is also divided 
into the following classes: 



a. 


Criminal law 


b. 


Constitutional law 


c. 


Military law 


d. 


Ecclesiastical law 


e. 


International law 


£. 


Private (or civil) law. 




You are now ready to study laws that apply to biosiness 



transactions. In the next lesson you will start to study 
legal forms of business organization, that is, proprietor- 
ship, partnership, limited conpany and co-operative. 



Indicator 

13. Ask the students what they learned from this lesson. Direct the 
disciission to the students' mderstanding of the two major sources 
and six major c^.asses of law. Clarify any points that are not 
clear, and summarize the lesson using the ideas set out in the 
"Overview". 

14. ^ Read througji the supplementary re^di^ngs with the students. Disciiss 

and clarify as necessary. 
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BUSINESS LAW 



LESSQN BLl INTRODUCTION TO BUSINESS LAW 



SUPPLEMENTARY READINGS 



1. The System of Law Courts in Canada 

The naiTies and the functions of the courts in each province 
differ somewhat, but in general they follow the pattern shown be- 
low: 

a. Ihe Provincial Cou rts 

Ci) Magistrate's Court ' ' 

The magistrate rarely handles any cases dealing with pri- 
vate law, that is, cases concerning contractual, property 
or personal ri^.ts or cases having to do with adminis- 
trative regulations. He hears criminal cases of all types 
except for the most serioias offences such as murder, 
treason, rape and manslau^ter. No jury trials are held 
before him. If an accused person wants to have a juiy 
trial (and he may do so), the case must be heard in an- 
other court. 

(2) Probate Court (or Surrogate Court) 

Deceased persons' estates are si^ervised by the court. 
When a person dies without leaving a will (intestate), 
the court appo'aits an administrator to wind up his af- 
fairs. If a dispute arises about tlie validity of the 
will or the distribution of the assets of an estate, the 
court rules on such matters. The court must also pass 
all expenses involved in settling the estate. 

(3) Juvenile Court 

Qiildien and adolescents who tlie government feels re- 
quire special care and are too young to be dealt with in 
the ordinary criminal courts are brougjit before the 
Juvenile Court judge. 
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(4) Family Court 

Questions cleal.ing with domestic relations (hut not div- 
orce) are handled by tlie Famly Court. 

(5) S mall Claims Court (or Division Court) 

ihis court handles disputes concerning small amounts of 
iTDney. Hie procedures are relatively sin^^le and infor- 
mal, so tlie cost of taking action is quite low. 

(6) District Court (or County Court) 

Tlie District Court handles actions involving claims of 
a nBdium size, whether for debts or for damages for in- 
juries suffered. 

(7) Court of Queen ^s Bencli (also called the Hi Court of 
Justice ot the Supreme Court, the Superior Court, tHe" 
Sl^reme Court, and tlie Supreme Court Trial Pi vision }^ 
It has unlimited jurisdiction in both civil and crim- 
inal matters. Judges of the Court of Queen's Bencli 

go on circuit , that is, one judge tours eadi of a group 
of district towns twice a year and tries the cases 
waiting for liim. 

(8) Hie-Court of Appeal (or the i^pe Hate Division, the 
Supreme Court en banc [tlie whole bench) , tlie QueenTs 
B ench Appeals) 

If either of the parties to a court action is dissatis- 
fied with the decision of a lower court, he may appeal 
to the Court of j^peal where the decision will be re- 
considered. In addition this court hears criminal ap- 
peals. 

The Federal Courts 

(1) The Exchequer Court 

It handles such matters as patents, copyri^t, trade- 
marks, federal taxation, interprovincial railways, and 
admiralty (disputes concerning ships and navigation) . 
'Ihis court also hears actions brou^t against the feder- 
al government, unless the person or persons bringing the 
suit do so in one of the provincial courts. 

(2) T he Supreme Court of Canada 

ihe Supreme Court is the final court of appeal in. Canada. 
It hears appeals both from the provincial courts and from 
the federal Exchequer Court. It also rules on the con- 
stitutionality of federal and provincial legislation, 
that is, ivhether the federal and provincial governments 
have the Authority to pass (legislate) certain laws. Any 
person or persons wishing to appeal a case to the Supreme 
. Court, in which the money damages involved are $10,, 000, 
or less, can only do so with the consent of the Supreme 
Court. 
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Procedures Involved in Using the Courts 



Procedures (steps) to be followed in using the courts must be 
as clear and as well-defined as possible if the system of courts 
is to function efficiently. 

Any disputes which are taken to tlie courts for settlement 
become known as an action . An actici is started by issuing and 
seindng a writ . 

a. Settlement Out of Coux"t 

Only a small nunber of the court proceedings that are started 
ever come to trial. Most proceedings are not simply dropped, 
they are settled out-of-court. 

Settlement out-of-court HEians that one of the parties to the 
action agrees to pay certain sums of money, or to do certain 
things , in return for whicli the other party agrees to waive 
(give up) all his ri^ts to further action arising from the 
dispute. 

Settlement out-of-court is fast, definite and avoids costly 
court proceedings. It also elimJ-nates tlie risk, for both 
parties, tliat the court will rule against eitlier one of them. 

The party that starts a court action proves to tlie other 
party that he is serious in his intentions. Ihis often has- 
tens settlement on the part of the second party. 

Ihe actions that do go to trial and end with a court decision 
(ruling) are valiiable because : 

(1) these decisions provide guidelines on which both parties 
involved in a dispute can judge tlie strengtJi of their 
respectiA/e positions 

(2) the parties involved in a dispute know that the courts 
will settle the dispute if they carxnot. 

b. Procedure Before a Trial 

. After the decision to sue has been made and a w^it has been 
issued by the court, the writ is seirved on (presented to) the 
defendant (t!.\e person or party being sued)* Hie writ informs 
the defendant by whom and for what he is being sued. He must 
receives, this information before action can proceed so that he 
can prepare to defend himself . Usually the defendant's first 
move is to consult a lawyer. 
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The parties determine whicli elenents o£ tlie matter are in dis- 
pute. Each side then prepares a set o£ pleadings in whicli 
they specify what they intend to prove. Tliis servi.es to fur- 
ther clarify the issues involved. 

Qice botli sides have satisfied themselves that the action 
sbould proceed to trial, it is listed on the docket for the 
• .xt sitting of the court. 

Hie Tria l 

At the trial evidence of the facts involved in the dispute 
is brou^it before tlie court. The plaintiff (person or per- 
sons who brouglit the suit) must prove his case. 'Hiis he does 
by bringing all evidence of favourable facts before tlie court. 
He must also be prepared to argue that these facts prove his 
claim in law.,* 

The defendant, on the other hand must attenpt to prove his 
own version of the facts or at least to minimize or rcfute 
the facts put fortli by the plaintiff. Evidence is presented 
in court tlirougji the examination of witnesses. Evidence tliat 
is hearsay is not admissible in the court. Hearsay refers to 
words that the witness states were said by a person \vho is not 
before the court. 

After all evidence has been presented, counsel (lawyers) for 
botli sides summarize the arguments in a way tliat is most fav- 
ourable to their respective clients. 

The judge may give his decision immediately or after only a 
short recess. However, he may take longer in soir^ cases to 
evaluate the e"^/idence and to conpare the decisions reached 
in similar cases . 

i^peals 

If either or both parties decide they wish to appeal tlie judg- 
ment, tliey must notify the proper court within 30 days or less. 

Hie appeal court will review the evidence and eitlier uphold 
(agree) with tlie original verdict or overturn it and order a 
re-trial. 
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SUBJECT 



BUSINESS LAW 



LESSON BL2 INTRODUCTION TO DIFFERENT FOI^.'IS OF 
BUSIiNlESS ORGANIZATION 



INSTRUCTOR'S GUIDE 



OVERVIEW 

The ' type and size o£ a business largely determines the nurriber of 
enployees and the investment required to operate the business. Tliese 
same factors also have a direct bearing on tlie legal form of organization 
tiiat is most appropriate for tiie particular business venture. For ex- 
anple, some businesses may be operated by a single person with a rela- 
tively small investment. Other businesses may require the aid of a few 
eirployees. Still otliers require many employees and a large investment. 
Finally, some businesses require only a few enployees, but need a large 
investment to get started. 

In tills lesson the students are introduced to the four most common 
legal forms of business organization: sole proprietorship, partnership, 
limited company and co-operative. 

Ihe majority of small businesses are organized as sole proprietor- 
ships, in which one man is the sole owner. He receives all the profits 
but must also assume all the losses, bear all the risks, and pay all 
the debts of the business. In addition, he must supply all the capital 
needed, assemble or arrange for the physical facilities and merdiandise , 
and (usually) manage the business. 

A partnership exists when two or more persons combine tlieir funds 
and abilities to carry on a business for profit. Partners share pro- 
fits and losses equally unless there is a partnership agreement stating 
otherwise. A partner has the rigjit to take part in management, share in 
the profits of the business as agreed upon, obtain full business infor- 
mation, and inspect the books of account. Each partner can bind the 
firm for debts to outsiders. A partner is also entitled to a return of 
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his investment, plus a share o£ accumulated earnings, i£ the partner- 
ship is dissolved and tlie business has shown a profit. He must share 
in tlie loss if the business has experienced a loss. 

Ihe coiporate (limited company) forni of business enterprise is 
cliaracterized by separate legal existence. The corporation is a sep- 
arate legal entity witli many of the same legal rights and responsibil- 
ities as a person. Thus, it can sue and be sued, own and sell proper- 
ty, .and engage in business operations as specified in its charter. The 
corporation, not its owners, is responsible for its debts. The dir- 
ectors and officers (managers) of tlie corporation serve as its agents. 
Tliey are enpowered to enter into binding agreements on behalf of the 
corporation. Ownership in a corporation is evidenced by share (stock) 
certificates, eadi of whicli stipulates the nuirber of shares held by a 
shareholder. An owTiership interest does not give tlie shareholder the 
legal right to act for the firm or to share in its management. A share- 
holder may, however, participate in the election of directors of the 
firm on tlie basis of one vote for each share owned. 

A co-operative is a business set up by a number of persons who wish 
to .supply themselves with goods or services at a laver cost than would - 
otherwise be possible. Co-operatives are not established for the pur- 
pose of making a profit. Any surplus realized on operations is shared 
amcng the m',":iibers of tlie co-operative. Eacli meirber participates m the 
election of officers of a co-operative on the basis of one membei-one 
vote (regardless of the number of shares owned). 

As prospective managers and owner-managers , the students in this 
course will seek to satisfy certain personal needs and wants in tlieir 
business careers. Tlie legal form of business organization under which 
they work, or whicli tliey choose for their own business, can be very 
instrumental in satisfying these needs and wants. For exairple, the need 
to be one's own boss is not .best acliieved in a partnership or corporate 
setting. On tlie other hand, as a sole proprietor, it is difficult to 
find tlie time to formulate plans, evaluate new opportunities, or diA/er- 
sify business operations. Tlius, the clioice of a legal form of business 
organization is dependent on eadi individual student's needs, wants and 
goals. Cnce he has evaluated these personal factors, tlie student will 
be better able to dioose the most appropriate legal structure for his 
particular business. 

A more detailed examination' of each business organization will be 
undertaken in following lessons. 



OBJECTIVE 

The students will discuss tlie advanta^-Tes and disadvantages of the 
four legal forms of business organization. 
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REFERENCES FOR INSTRUCTOR 

1. Hastings, Paul G. Introduction to Business . Toronto: McGraw-Hill 

Book Company o£ Canada Ltd, , 1968, pp- 27 - 28. 

2. Keith, Lyman A. and Gubellini, Carlo E, Introduction to Business 

Enterprise , 3rd ed< Toronto: McGraw-Hill Book Company of 
Canada Ltd. , 1971, pp, 121 - 124. 

3. McNau^ton, Wayne L, et al. Introduction to Business Enterpris e, 

2nd ed. Toronto: John Wiley and Sons, Inc., 1970, pp. 49 - 52. 

4- Musselman, Vernon A, and Hu^es, Eugene H. Introduction to Modem 
Business: Analysis and Interpretation , 5th ed. Scarborough, 
Ontario: Prentice-Hall o£ Canada Ltd., 1968, pp. 105 - 107. 



RESOURCES REQUIRED 

1. Flip chart 

2. Case BL2-1, ''Organizing a Business" 



METHODOLOGY 

1. Hand out the Readings, read and discuss the Purpose and Intro- 
duction with the students. 



PURPOSE 

In this lesson you will briefly discuss legal forms of busi- 
ness organization. There are specific laws that apply to each 
form of business organization. Khowled^ o£ these laws will help 
you to choose the i'nrin of organization that is most suitable for 
your particular business situation. 



INTRODUCTION 

There are four legal forms of business organization: 

1. Proprietorship 

2 . Partnership 

3. Limited Coirpany (private or pi4)lic) 

4. Co-operative 

r 
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The legal form o£ business organization you clioose when you 
start your own business will depend on sudi things as: 

1. The amount o£ capital you will require. 

2. Hie ability and experience that will be needed to start and 
'run the particular type o£ business you choose. 

3. Whetlier you will want to keep the business completely under 
your control (that is, make all the inportant decisions). 

4. . Whether you will be able to finance and to continue managing 

the business by yourself if you expand it at some time in the 
future. 

5. The possibility that you may become ill - what would happen 
to the business if you were unable to work for a number of 
weeks or mm.ths? 

6. * Wliether you want the business to have an existence of its own 

after, you have died. 

7. The amount of personal liability you are willing to take for 
business debts that may exceed the arount you have invested 
in tlie business . 

These and other considerations must be weighed carefixLly be- 
fore you decide which legal form of organization will be best for 
your business. As you shall see in this lesson and in others to 
follow, each legal form of business organization has advantages 
and disadvantages. Knowledge of the pros and cons of each legal 
form will enable you to take steps to protect yourself and your 
business. 



OBJECTIVE: THE STUDENTS WILL DISCUSS THE ADVANTAGES AND DISADVANTAGES 
OF THE FOUR UEGAL FORMS OF BUSINESS ORGANIZATION. 



Stimulus 



Ask the students how each of the seven factors listed in the In- 
troduction can affect the choice of a legal form of business. 
List their answerr> on the flip diart and have the students discuss 
these. This will help. the instructor to determine how familiar 
the students are with each lejgal form of business organization. 
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Clarify Problem 

3. Suggest to the students that they consider tlie factor of owner- 
ship for a moment. Then ask them who oms and who maaages a: 

a . prop rie t orsh ip 

b. partnership 

c. limited company 

d. co-operative , 

List tlaeir answers on the flip cliart. Ihe answers to look for are: 
'a. A proprietorship 

(1) owner: the proprietor 

(2) manager: usually the proprietor (owner-manager) 

b. A partnership 

(1) owners: the partners 

(2) managers: tlie partners 

c. A limited conpany 

(1) owners: the shareholders 

(2) managers: the shareholders elect directors who in turn 
appoint managers, 

d. A co-operative 

(1) owners: the meinbers (shareholders) 

(2) managers: the menfcers ele'^t directors who in tura appoint 
managers. 



Provide Information 

4. Read Section 1 of the Readings with the group. Discuss as necessary 
Point out tlaat each legal form of business organization has otlier 
characteristics as well; these will be discLissed in following 
lessens « 



QONIENT 

1. Porms of Business Organization 

There are four different ways that k business can be 
organized or owned: 
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Proprietorship 

A business that is owned by one person and is (usually) 
operated by him. is known as an individual or sole 
proprietorship. It is also referred to as single pro- 
prietorship or individual ownership. 

Proprietor ineans owner. Therefore a proprietorship 
iiBans a business owned by only one person. If, as is 
usual, he also operates the business, he is called the 
owne r-manage r . 

legally, a sole or single proprietor is subject to un- 
limited liability for the debts of his business. This 
means that if there is not enou^ money in his business 
to pay its creditors, the creditors can apply to the 
courts to have his personal assets (car, home, furniture, 
savings, etc.) seized as well. 

Partnership 

The term 'partners* iirplies two or nfore people. There- 
fore, a partnership is an association of two or more 
persons to carry on as co-owners of a business that is 
operated for a profit. 

A partnership is a* formal association in whicli the part- 
ners jointly provide" the capital, share in the management 
of the enterprise, and share in the profits and losses. 

As in the case of a proprietorship, tlie menbers of a 
partnership are subject, jointly, to unlimited liability 
for the debts of the business. In addition, unless 
otherwise specified in the partnership agreement, part- 
ners are severally responsible for tlie debts of tlie busi- 
ness. This means that a partner with many personal 
assets could lose all of tliem if tlie other partners have 
few personal assets to seize. 

Limited Conpan y 

in law, a limited company is almost the equivalent of an 
individual person. It has a name; it has an office; it 
has its own capital (finances) ; and it sues (and gets 
sued) in its own name. It must act throug^i himian agents 
vho siga documents (with the conpany's seal) on behalf, 
of the company. Fbr these reasons a limited conpany is 
often called an ^artificial person'. 

Persons called shareholders are the owners of limited 
conpanies. Sliarehold^rs elect directors on the basis 
of one vote for each share owned. Directors appoint 
managers.. Tne liability of each shareholder (for debts 
incurred by the limited coirpany) is limited to the * 
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ajnoint that he has invested in the conpaiiy. The extent | 
of liability is one of the jnajor differences between I 
limited conpanies and tlie less -protected proprietor- 
ships and partnerships. This difference will be exam- 
ined in more detail in the next two lessons. The man- 
agers of large limited conpanies are usually not the 
owners. However, a limited conpany can be formed with 
as few as two shareholders (no less than two) , which 
means that you and another person could form and operate 
your own limited conpany. 

d. Co-operative 

Ihe term co-operative is used to describe a business 
whicli is "set i:p by a group of people who wish: 

to get together to produce things for sale, or 

(2) to get together to supply themselves with goods 
and/or services at a lower cost than would other- 
wise be possible. 

The owners of a co-op are all the people who get to- 
gether and contribute money to set it up. Ms^crs 
(shareholders) elect directors on the basis of one vote 
per msniier - regardless of the nunber of shares owned. 
Directors tlien appoint meirbers to various positions. Ihe 
amount of profit each nember receives is based on the 
amount he buys from or sells to the co-op. Ihe liability 
of eadi menfcer (for debts of the co-operative) is re- 
stricted to the amount he has invested in the business. 



5, Read Sectior* 2 of the Readings with the groip. Discuss as necessary. 



2. Summary 

Ihe mam points to keep in mind from- this lesson are: 

a. A proprietorship is a business owned by one person. He 
has unlimited liability for the debts of the business. 

b. A partnership is a business owned by two or more persons 
who share profits and losses. Each partner is subject, 
jointly and severally, to unlimited liability for the 
debts* of the business. 

c. A limited conpany is owned by shareholders who purchase 
shares in the conpany. Each shareholder;' 's liability is 
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restricted to the ajnount he has invested in the business, 

A co-operative is owned by its members. Eadi msjifcer is 
liable only for the amount o£ money tliat he invested in 
the business . 



Indicator 



Hand out Case BL2-1, ^'Organizing a Business", and read the case 
with the group. Divide the students into four groups: 

a. One to give reasons why the business should be organized as 
a proprietorship 

b. Qie to support the partnership form of business 

c. One to defend the formation of a limited conpany 

d. One to show why tlie business would be best organized as a 
co-operative . 

Allow about 20 to SC- minutes for each sub-group to evaluate the 
case and write a defense of its position. Ask a spokesman from 
each group to summarii:e the arguments in support of a particular 
business organization for the other groups. Encourage criticism 
and support from all the students. 

Look for the following points to be brought put in the discussion: 

a. Proprietorship 
Advantages : 

(1) Ted would be his own boss. 

(2) He will keep all the profits. 

(3) He will have conplete control. 

(4) A proprietorship is easy to form. 

Disadvantages: 

(1) He will have to take all risks and absorb all losses. 

(2) He must manage the business. 

(3) He will have to do all jobs. 

b. Partnership 
Advantages : 

(1) More money will be available. 

(2) He will have someone to help him with jobs. 

(3) Losses will be shared. 
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(4) Risks will be shared. 

(5) He will have sojieone with whom to discuss ideas and 
plans . 

Disadvantages : 

(1) He will have to share control. 

(2) ' He will have to share profits. 

(3) He will haA^ to accept joint responsibility for any poor 
decisions his partner may make. 

Limited Conpany 
Advantages : 

(1) He will find it easier to raise money than he would in 
a proprietorship or a partnership, 

(2) He will have limited liability. 

(3) He will not have to do all the jobs himself. 
Disadvantages : 

(1) He may lose control of the cojipany. 

(2) A limited coirpany is expensive to forai. 

Co-operative 
Advantages : 

(1) He will find it easier to raise money than in a propriet- 
orship or a partnership. 

(2) He will have limited liability. . 

(3) Ihe business will benefit more people. _ 

(4) He will not have to do all jobs himself. 
Disadvantages: 

(1) He may not be in control of the business. 

(2) He will have to accept ideas put vorth by the board of - 
*di rectors. 
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SUBJECT 



BUSINESS lAW 



LESSQN BL2 INTRODUCTION TO DIFFEI^NT FOl^MS OF 
BUSINESS ORGANIZATION 



CASE BL2 - 1 
ORGANIZING A BUSINESS 



Ted Andrews has lived in tlie community of Grand Falls for tlie past 
ten years. ITie town, with a population of approximately 275 people, 
is situated on the edge of Grand Falls Lake. Both hunting and fishing 
are excellent ixi tlie area. , 

Ihe old road tliat served the comoTiunity was narrow and rougli. Tlie 
spring thaw and heaA/y summer rains would make the road iirpassable in 
some snots. A new road is being built into tlie area and should be 
conpleted in about four montiis time. 

Ted has given some thouglit to the possibilibity of starting a 
tourist outfitting camp now Biat the new road is nearing conpletion. 
Tourists will be able to drive into the area more easily now. Ihey will 
be eager to take advantage of the good fishing and hunting. 

Ted has been considering some of the advantages and disadvantages 
of different ways he could legally organize his business. 

He has considered setting up as a single proprietor because he likes 
to be his o^//n boss.. He has saved $4,200.00 and feels he could borrow 
enou^i to start a small operation. 

Ihe possibility of a partnership is also appealing. One or two 
partners could provide the extra money needed to start a larger oper- 
ation. 

Anotlier possibility would be to start a limited conpany and sell 
shares. The amount of money available would be much greater and he 
wouldn't have to pay it back. He would also have enou^i money to do 
considerable advertising. 
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Finally, Ted has tliought o£ talking to a number o£ people in the 
community to see i£ they would be iute:»^sted in starting a co-operative, 
Hie amouat o£ nioney available to start the business would be greater 
thar. i£ a proprietorship or. partnership £orm is used. Furtlaermore ; a 
much greater nuniDer o£ people in the community V^ould bene£it. 
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SUE.IECT BUSINESS LAW 



LESSOR BL3 PROPRIETORSHIPS AND PARTNERSHIPS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Proprietorships "and partnerships were briefly discussed in lesson 
BL2- In this lesson they are examined in greater depth. 

A proprietorship is a one -mar*, operation. The proprietor oms all 
tiie assets, makes all the decisions, receives all the profits, pays 
all tlie bills, takes all the risks and usually does most of the work. 
The business comes to an end when he dies. 

Nfeirbers of a partnership have the same rigjits, responsibilities 
and obligations as a proprietor except that these are shared among the 
partners. Hiis always raises the possibility of disagreement (a major 
disadvantage of partnerships) . 

Both of these types of business organi zation allow tlie owners sub- 
stantial freedom of operation. This can be a disadvantage in a partner- 
ship because all menbers can be bound by a bad decision made by cue 
partner. 

Unlimited liability for business debts is the major disadvantage 
of both proprietorships and partnerships. Creditors can seize personal 
assets of the owners to satisfy business debts under either of these 
foTins of business. Ihe one exception is in the case of limited partners 

Nbst small businesses are organized as proprietorships or partner- 
ships. Some businesses reorganize as limited companies when growth and 
need for capital increases. 
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OBJIiCTIVE 

Ihe students will become faiidliar with tlie characteristics of pro- 
prietorships aiid partnerships and will be able to state tliese diaract- 
eristics. 



i^Ril^ENCE MiVrERIAL FOR INSTRUCTOR 



1. Anger, .William H. and Anger, H.D. Summary of Canadian CoTnmercial 

Law . IStli rev. ed. Toronto: Sir Isaac Pitman (Canada) Ltd., 
1962 , cli. 15. 

2. Giapman, F.A.R. Fundamentals of Canadian Law . Toronto: ^fcGral^■-Hill 

Coiipany of Canada, Ltd., 1965, ch. 23. 

3. Hastings, Paul G., Introduction to Business . Toronto: McGraw-Hill 

' Company of Canada Ltd. , 1968, pp. 29 - 31. 

4. Keitli, Lyman A and Gubellini, Carlo E. Introduction to Business 

Enterprise . 3rd ed. Toronto: McGraw-Hill Company of Canada 
Ltd. , 19 71, pp. 124 - 131. 

5.. McNau^iton, Wayne L. et al. Introduction to Business Enterprise . 

2nd ed. Toronto: Jolin Wiley and Sons, Inc., 1970, pp. 53 - 60. 

6. Smyth, James E. and Soberman, D.A. The Law and Business Adminis- 
tration in Canada . 2nd ed. Scarborough, Ontario: Prentice-Hall 
of Canada Ltd. , 1963, ch. 26. 



RESOURCES REQUIRED 

1. Flip cliart. 

2. Projectuals: BL3-1, "Hie Proprietorship" ' ■ . 

BL3-2, "Ihe Partnership" 

3. Overhead projector - 
M EIHODOLOQ' 

1. Hand out the Readings and read the Pu'qjose and Introduction. 
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PURPOSE 

In this lesson you will discuss various characteristics of a 
proprietorship and o£ a partnership. In addition, you will study 
the advantages and disadvantages of eacli of these legal forms of 
business organization. 



INITODUCTION 

In earlier lessons you discussed tlie jnanagerial functions of 
planning, organizing, directing and controlling. Every successful 
manager must perform these functions not only when operating a 
'business finn but also when starting a business. 

Before starting a business, the prospective businessman must 
do some planning and set some goals and objectives. In order to 
achieve these goals and objectives, it is inport&nt to thorou^ly 
evaluate all tlie legal forms of business organization. 

. . Eacli form of bViSiness organization has specific ciiaracteris- 
tics whidi in turn have legal inplications. Studying the advant- 
ages and disadvantages of eacli form of business organization will 
help to point out tlie nature of tiiese legal iinjlications . 

In this lesson you will study about proprietorships and part- 
nerships. In the following lesson you will examine limited com- 
panies and CO- operatives. 



OBJECTI\/E: HIE STUDENTS WILL BECOME FAMILIAR WITH THE CHARACTERISTICS 

OF PROPRIETORSHIPS AND PAR^RSHIPS AND WILL BE ABLE TO STATE 
THESE QiARACTERISTICS. . 



Stimulus 

2. .,Ask the students: 'T^/liy is it important to carefully evaluate 

various legal forms of business? How can this evaluation help a 
businessman to reach his goals and objectives?^* List their an- 
swers on the flif chart. Discuss. . ^ 

The students should recogaize that the most appropriate form of 
business organization is determined by factors such as: 
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a. capital xequirements 

b. amomt o£ liability the businessman wishes to accept 

c. degree o£ control the businessinan wishes to retain 

d. type o£ skills needed in the business; that is, can all jobs 
be done by one person, or is a skilled partner or skilled 
eirployees needed. 



Clarify Problem 

3. Ask the students: 'TVhich characteristics o£ proprietorships and 
partnerships that are listed on the flip chart make these legal 
forms the most appropriate for certain types of business?*' 

Answers should include: j 

a. ease of formation 

b. inexpensive- to (form, althougji a partnership can be soinei\fliat 
more expensive for registration and legal agreements 

c. freedom of action for owners 

d. motivation, because owners keep all the profits. 

4. Ask the students: 'TVhich characteristics of proprietorships and 
partnerships that are listed on the flip chart would you consider 
disadvantages ?" 

Answers should include: 

a. unlimited liability 

b. owners must take all the risks 

c. uncertain life of the business if owners die 

d. amouit of capital is usually limited. 



Provide Inforn>a t ipn 

5. Read Sections 1 and 2 of tlie Readings with the group. Stop to 
clarify points and discuss as necessary. Relate Readings to ma- 
terial on the flip chart. 

Slow Projectuals BL3-1 and BL3-2, while Sections 1 and 2 of the 
Readings^ are being read. 
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BL3-1 THE PROPRIETORSHIP 
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BL3-2 THE PARTNERSHIP 



SUBJECT 
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COvlTENT 

!• Characteristics of a Proprietorship 



a. . . Qie person (the owiier-maaager) receives all the profits- 

(and assurnes all the losses) from the biosiness. Hie 
: ■ profits and losses from the biasiness become personal in- 
come or personal loss of the owner-manager. 

b. Ihe owner-manager owns all the assets of the business. 
He. purchased all tlie assets with his personal savings or 
witli money he borrowed. 

c. The owner-manager is responsible for all the debts of 
' the business. More inportant, his responsibility or 

liability is unlimited. This means tliat if the pro- 
prietor is unable to pay the firm's bills, his creditors 
can force the sale of his personal property (home,, car, 
fuT:niture, etc.) in order to cover the obligations o£ 
his business. 

d. Because only one person owns the business (the owner- 
manager) it will cease to exist when he dies. The en- 
tire assets of the business become part of the deceased 
omer- manager's estate. 

2 . Characteristics of a 'Partnership 

"a. A partnership is similar to a proprietorship but in the 
partnership several perscns, not just one, join together 
and share in* the profits and losses of the business. 
Ihe profits and losses from the business are divided 
among the p -^^tners ^according to the partnership agree- 
ment. The share'that eadi partner receives becones his 
personal income or personal loss for income tax purposes. 

b, Ihe partners own all the assets of the business. 

c. . The partners are jointly and severally i'esponsible for 

all debts of the business. This means that in qase_of.^^. 
bankruptcy, if the assets of. the partnership business 
are not sufficient to pay creditors, the personal 
assets of the partners (car, hore, cash, furniture, etc.) 
can be seized and sold. (This is known as being jointly 
responsible for partnership debts). The money from the 
sale of these personal assets goes to pay arxy outstand- 
ing business debts. Furthermore, a partner with a 
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large amomt of personal assets can lose them all i£ the 
other partner(s) has only very few personal assets to 
seize, (Ihis is known as being severally responsible 
for partnership debts). 

No person can be brougjit in as a partner without the con- 
sent of all existing partners, 

When a partner leaves a partnership he must notify all 
of the partnership's creditors (people or firms to which 
the partnership business owes money) and place a notice 
in the provincial Gazette (the official newspaper of the 
province) that he is leaving. These actions protect him 
from liability for debts that the business incurs after 
he has left, 

Ihere are two major types of partners: 
(1) General Partners 

(a) All partners actively share in the management 
of the business, 

(b) All partners have unlimited liability for the 
debts of the business. Ihis liability is also 
several, x^Aiich means that one partner may have 
to pay all the debts of the business if other 
partners are unable to pay their share (in the 
event of banlcn^Jtcy) , 

NOTE: General partners may be: 

(i) Active Partners - refers to those 
persons who have invested mmey in 
the business and whose names ap- 
pear in the firm's name so as to 
identify them.. Usually the older 
active partners are called senior 
partners and the younger active 
partners are called junior partners, 

(ii) Silent or Sleeping Partners - re- 
fers to persons who have inves te d 
money in the bijsiness but vtfiose 
names do not appear in the firm^s 
name. These persons may or may not 
take an active part in management. 
They can be held as liable for debts 
as active partners . 
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C2) Limited Partr "^rs 

(a) In those provinces tliat allow lindted partner- 
ship (all do except Nova Scotia and Prince Ed- 
ward Island)., a person may invest money (it 
must be in actual cash) ;in the business and 
limit his liability to no more than the amDunt 
o£ his investment. 

(b) Limited partners do not actively share in the 
management o£ tlie firm. They are allowed to 
clieck the books but i£ tliey actively partici- 
pate in management, they can be made to share 
unlimited liability with tlie general partners. 

(c) Limited partners must be properly registered 
in accordance with the province's Limited Part- 
nership Acts . 

(d) The names of limited partners must not appear 
in the name of the business and can, only appear 
on letterheads or other printed matter" if it 

is clearly specified that they are only lim- 
ited' partners . , . 

NOTE: Tliere are no restrictions on the nunber 
of limited partners that jnay be in a 
business - but at least one partner must 
have unlimited liability. 



6. .Read Sections 3 and 4 of the Readings witli the group. Stop to 

discuss and clarify as necessary. Relate Readings to material on 
the flip cliart. Check to see* if students agree with tlie advantages 
and disadvantages listed- in the Readings. 
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Advantages and Disadvantages of a Proprietorship 

Advantag es Disadvantages 



a. Easy and inexpen- 
sive to form. 

b. Hi^i personal incen- 
tive. (You keep all 
tlie profits yourself.) 

c. Freedom to do \^iat 

you want when you want. 
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b. 



Unlimited persaial liability 
(you are personally re- 
sponsible for the debts of 
tlie business) . 

The size of the business is 
limited to the savings the 
ovmer has to invest and 
what he can borrow. 
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Privacy (you don't 
have to show your 
fiiaancial statements 
to the public) . 



c. Limited talent (you have, to 
make all decisions yourself 
and you may hot know mudi 
about some parts o£ the 
business) . 

d. Lack of caitinuity (vdien the 
owner dies the business also 
dies since the assets become 
part of his estate which 
must be settled) . 



Advantages and Disadvantages of a Partnership 



Advantages 

More capital (the 
.savings and borrowing 
of two or more people 
can be invested in 
the business) . 

More talent ("Lwo 
heads are better 
than one) . 

High personal incen- 
tive, (owner-managpr 
gets to share all 
tiie profits) . 



Disadvantages 

Uhlimited. liability (each 
general partner is respons- 
ible for all the delpts of 
the business) . 

Disagreements may arise 
(the partners may not be 
able to gpt along) . 

Ihe size of the business is 
still limited to the saviags 
and/ or borrowing ability 'of 
a few people. 



The instructor should provide exanples of businesses that operate 
well as proprietorships and partnerships, and businesses that 
could not be rm as proprietorships and partnerships. 

Read Section 5 of the Readings with the group. Discuss as nec- • 
essary. 



Summary 

A proprietorship, as you shall see later, is the easiest 
legal form of business organization to set up. The owner- 
manager receives all the profits of the business if it is 
successful. Furthermore, he retaias conplete control over 
the operation of the business (that is, he makes all the im- 
portant business decisions) . 
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Ihe tNo mjor disadvantages of a proprietorship are: 
uilimited liability of tiie owner for the debts of tiie busi- 
ness and the fact that the busin^-s temunates upon the death 
of tlie owner. Ihe unlimited liability factor msans that the 
owner -manager can lose his personal assets as well as his 
business assets if tlie business becomes bankn^t. If an owner- 
inanager becones ill or is injured and stays away too Icng, 
tlie business may suffer or have to terminate. In the case of 
tlie death of the owner-inanager, the business assets become 
part of his estate and the entire estate jirust be settled be- 
fore anyone else can continue the business on tlieir own. As 
you will bee in a later lesson (PF7) , a properly -drawn will 
can largely eliminate this piT)blem. 

A partnership can be valuable in that more people bring 
skills and e:?qperience to the business. • lii addition, as there 
are more people cantxibuting fuads to the business, it is 
usually easier to raise capital. 

Partnerships have the serious disadvantage of unlimited 
liability. This is particularly serious in a partnership be- 
cause each partner .can make decisions which are binding on 
all other partners. In addition, serious probleins can arise 
if the partners disagree on inportant matters. Furthermore, 
a partnership may terminate with tiie deatli of a partner - the 
dj&ceased partner's share becomes part of his estate and must 
be settled. As you will see in lesson BL5, a proper ly-drrv .1 
partnership agreenient and partnership insurance can eliminate 
this latter problem. 

To p.otect yourself and your business, you should care- 
fully consider the above factors before deciding which legal 
form of business organization to choose. 



9. . . T3ie -instructor should have one or more of the students sunmarize 
• the iiiportant parts of the lesson. He should tlien summarize what 
the students have said, adding his own comments. 



Indicator 

10. The ability of the students to recognize and list advantages and 
disadvantages of partnerships and proprietorships and to summar- 
ize the lesson will serve as an indicator,. 
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SJBJECT 



BUSINESS LAW 



LESSON BL4 LI^1ITED COMPANIES AND CO-OPH^ATIVES 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Tlie ability to raise large amounts of capital and limited 
liability for business debts are the two most often-quoted advantages 
of limited companies and co-operatives. Sometimes when a limited 
company is just organizing, it will not be able to raise large 
amounts of capital too readily. However, -in the long run, corporations 
are able to raise greater amounts of capital than proprietorships 
and partnerships. Corporations have a life which is independent of 
their owners. Shareholders may die or change through sale of shares 
with no effect on the life of the corporation. ShareTiolders partici- 
pate in the election of directors of the corporation on the basis of 
one vote per share owned, but unless elected thanselves, they do not 
take an active part in the management of the corporation. 

Co-operatives are similar to corporations in regard to the 
limited liability factor. They, too, are able to raise larger 
amounts of capital than proprietorships and par ti;ier ships . They also 
have a life 'which is independent of the life of their shareholders. 
Shareholders participate in the election of directors on the basis 
of one vote per member,' regardless of the number of shares owned. 

These two legal forms of business organization play an important 
part in economic activities* Even though they are not small businesses 
in the sense that proprietorships and partnerships are, they are 
important to the students in this courjie. Many students may work in 
businesses organized in either of these two ways. If they do so, it 
is best that they understand the legal implications of each type. 
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Ihese lessons r.-^late directly to the Management Process lessons. 
Students will likely have increasing contact with govemraent depart- 
ments in the fiature. Many o£ tlie Management Process lessons, and these 
lessons in Business Law, will help them to understand and deal more ef- 
fectively with these departments. 



OBJECTIVE 

Students will become familiar with the characteristics of limited 
conpanies and co-operatives and vdil be able to state these character- 
istics. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Anger, William H. and Anger, H.D. Summary of Canadian Commercial 

Law . iSth rev. ed. Toronto: Sir Isaac Pitman (Canada) Ltd., 
mz, da. 16. 

2. Chapman, F.A.R. Fundamentals of Canadian Law. Toronto: McGraw- 

11 Company of Canada Ltd., 1965, ch. 24 . 

3. Hastings, Paul G. Introduction to Business . Toronto: McGraw-Hill 

Coirpany of Canada Ltd., 1968, pp. 31 - 42. 

4. Keitl^i, Lyman A. and Gubellini, Carlo E. Introduction to Business 

Enterprise . 3rd ed. Toronto: McGraw-Hill Conpany of Canada 
Ltd. , 1971, pp. 132 - 142. 

5. McNau^ton, Wayne L. et al. Introduction to Business Enterprise . 

2nd ed. Toronto: John Wiley . and Sons Jjic. , 19 70, ch. b. 

6. Snyth, James E. and Soberman, D.A. The Law and Business Adminis- 

tration in- Canada . 2nd ed. Scarborough, Ontario: Prentice- 
Hall of Canada Ltd. , 1963, chs. 27, 28. 



RESOURCES REQUIRED 

1.. Flip chart ' . 

2. Projectuals: BL4-1, ^'ihe Limited Conpany (Corporation)" 

BL4-2, "Ihe Co-operative" 

3. Overhead projector. 
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MElHODOtoGY 

1. Hand out the Readings; read and discuss the Purpose and Intro- 
duction with the group. * 



PURPOSE 

In this lesson you will discuss various characteristics 
o£ limited con5)anies and co-operatives. You will, also examine 
advantages and disadvantages of these two legal forms of busi- 
ness organization. 



INTRODUCTION 

In lessai BL3, 'Proprietorships and Partnerships'*, you 
discussed the" two legal forms of business in which the liabil- 
ity of the owners is unlimited. 

In this lesson you will suudy the tv;o legal forms of 
business in which the liability of the owners is restricted to 
the amount they .have invested in the business (limited liabil- 
ity) . 



OBJECTIVE: STUDENTS WILL BECOME FAMILIAR WITH THE CHARACTERISTICS OF 
L];MITED COMPANIES AND CO-OPERATIVES AND WILL BE, ABLE TO. 
STATE THESE CHARACTERISTICS* 



Stimulus 

2. Show Projectual BL4-1, **The Limited Coirpany (Corporation)". Ask 
the students: ''Can siiyone explain vAiy there is a difference be- 
tween who decides policy,, who manages and who owns the business 
in the case of a corporation?" The answer i^>: 

a. People, biy shares and become shareholders. 

b . Shareholders elect directors . 
X. Directors appoint managers - 

3. Show Projectual BL4-2, "The Co-operative". Point out that set- 
ting policy, management and ownership are separate in a co- 
operative also. 
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BL4-1 THE LIMITED COMPANY (CORPORATION) 
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BL4 

BL4-2 THE CO-OPERATIVE 



SUBJECT 

JjlVldHll 33NIH331* 



sek:,\l number 

•3indN]l 39N1H331* 




MEMBERS SAyiNGS 
LOANS MADE BY CO-OP 



LiMITEp TO THE 
ASSETS OF THE CO-OP 



[TcCIiIFAX] * 



• TCCKINCE TEMPLATE 




• TECHINGE reUPLATC* 



TICNIPAX PILIAILI TRANSrARlNCY MOUNT 
7V^"k10'' mask— USI 8V^"k11" FILM 



/ 
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Clarify. Problem 

4, Show projectual BL4-1 again. Ask the students: ''Is there 

a difference between the liability of the oimers of a corpor- 
ation and the owners of a proprietorship or a partnership?'' 
Encourage discussion. 

Answer: In a proprietorship or partnership, the owners are 
subject to unlimited liability for business debts. In a 
.corporation, liability is limited to the amount the owners 
have invested in the business. 

Ask the students: 'IVhat effect do you think this difference 
in liability will have on whether people invest in a corpor- 
ation, proprietorship or partnership?" 

Answer: People are generally more willing to invest in o. 
corporation if their liability is limited. This allows cor- 
porations to raise large amounts of money for large projects 
or business ventures, v>^iich may be considered too risky by 
. investors if liability were not limited. 

5. Show projectual EL4-2 again^ State that members of co-opera- 
tives are subject to limited liability also. 



Provide Information 

6, Read Sections 1, 2, 3 and 4 of the Readings with the group. 
Stop where necessary and ask for questions. 



1. ' Characteristics of a Limited Company (or Corporation) 

There are several kinds of limited companies or 
corporations. In this course we ar^, mainly concerned 
with BUSINESS CORPORATIONS, which are limited companies 
set up by private individuals to carry on business at a 
profit . ■ 

There are- a number of other types of corporations 
which we will not be studying in this course, for example: 

Crown Corporations 

These are companies set up by the federal or any of 
the provincial governments; for example: C.N. Rail\vay, 
Air Canada and Saskatchewan Power. 
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Charity Corporations 

These are corporations set tip for charity, religious, 
educational, and similar purposes, for example: 
Catholic or Anglican Churches. 

a. Type of Business Corporations 

There are two types of BUSINESS CORPORATIONS or 
LIMITED BUSINESSES, but no matter which type you 
are dealing with, the word' LEvIITED (abbreviated LTD.) 
must appear in the name of the company. The two 
types are: 

(1) Private Companies or Corporations 
lixamples could be: 

- Joe's Macliine Shop Ltd. 

- B 5 B Construction Co.-Ltd.. 

(a) There must be at least two (in some cases 

; three) and no more than fifty shareholders 
(owners) to form a private company. 

(b) Wlien a liniited company is fomed, people 
invest money in the company in return for 
which they receive shares. If the 
company wishes to raise further capital at 
a later date, it sells more sliares to the 
same shareholders . 



(c) Shareholders cannot transfer their shares 
of ownersliip in the company to another 
person without first getting approval from 
the Board of Directors* 

(d) The shares of private companies are not 
sold on the stock exchange . 

(2.) Public Companies or Corporations 
Examples could be: 

- Ford itotor Co. Ltd. 

- ^4assey Ferguson Co. Ltd. 

(a) There is no ceiling (maxiinura limit) to the 
number of shareholders a public company 
may have, but there must be at least two. 

(b) Money is raised by selling shares (also . 
called stocks) and bonds to the general 
public, that is, to anyone who wants to 
buy them. 
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(c) The total capital o£ a busjne.ss is divided 
into a certain number o£ shares o£ a 

^specific value. As a person pays the sum 
for each share, he receives a sliare 
certificate indicating the number of shares 
he owns. 

(d) Any shareholder can transfer (by gift or 
sale) his shares of ownership to any 
other person whenever he wishes . 

(e) The shares of public companies are sold on 
the Stock Exchange. (You can see the 
prices of tlae shares (stocks) of various 
public companies by looking on the finan- 
cial page of a newspaper.) 

The Shareholders 

Remember that the owners of a limited company are 
called shareholders. 

(1) Each shareholder has Imited liability. This 
means that should the business go baiLkrupt, he 
can only lose what he invested in thi business 
(the purchase price of the shares he bought.. 
He can be forced to pay any amount he still 
owes on those shares) . 

(2) Each shareholder is entitled to attend an 
annual shareholder's meeting. (Limited compan- 
ies must hold yearly meetings to which share- 
holders are invited) . 

(3) At annual meetings, a shareholder can cast one 
vote for each voting share he holds. (There 
are two types of shares, voting and non -voting 
shares 0 

(4) A shareholder may authorize another person to 
vote on his behalf. (This is called Proxy 
voting.) 

(5) For public limited canpanies, each shareholder 
must be sent copies of the ccmpany's annual 
report . ^ 

(6) A shareholder in a private limited company must 
be given a copy of the annual report if he asks 
for it. 
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(7) All matters that are voted upon at annual 
meetings are determined by majority votes. 
The usual considerations at annual meetings 
are: 

(a) . The president's report, in which the 

president comments on the performance o£ 
the ccxnpany over the past year and talks 
about future plans . 

(b) The election of directors for the coming 
year . 

(8) Profits of a lijnited company that are distribu- 
ted to shareholders are called 'dividends'. 
When 'v'he board of directors has officially 
stated its decision to. distribute some of the 
corporation profits to shareholders, this 
action is called 'declaring a dividend'. When 
a dividend is declared, each shareholder is 
entitled to receive a portion of the dividend 
which is determined by the number of shares he 
oms . 

NOTE: The board of directors is not required 
to declare a dividend each time the 
company makes a profit. The profits can 
be retained for expansion (or other) 
purposes if the directors so decide. 

The Directors 

The directors of a limited company are persons elect- 
ed by the shareholders to be responsible for the 
management of the company. 

(1) Directors must be shareholders in the company. 

(2) There must be at least two directors. 

(3) The directors are in full charge of the cot my. 
" They can make the following types of decisions: 

(a) Declare dividends 

(b) Decide on director's pay 

(c) Appoint company managers 

(d) Remove or fire company managers 

(e) Decide on when and where the annual meet- 
ing will be held. 
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d. Other Features of Limited Companies or Corporations 

(1) The company profits are taxed as business 
profits . 

(2) Any dividends a shareholder receives are regard- 
ed as personal income for that shareholder and 
'are subject to personal income tax. (There is 

a tax credit provision to avoid double taxation) 

(3) Ownership and management are separate. 

■ (4) Because of the greater number of shareholders, 
the corporation is usually able to raise larger 
amounts of capital . 

(5) The limited company continues to exist even if 
some of the omers (shareholders) die. 



Characteristics of Co-operatives 

Usually co-operatives are also limited companies, 
i.e. they are formed and incorporated in the same way as 
limited companies. ■ 

^* 'lypes of Co-operatives in Canada 

(1) Co nsumer's Co-operates 

Consumer co-operatives sell retail goods to 
their members and to the general public; An 
example would be the co-op grocery stores 
which are located in many towns and cities. 
The goal of a consumer co-op is "the lowest 
possible cost for its meiibers." 

(2) Producer ■ Co -opera tives 

• Producer co-ops are marketing co-operatives 
where many small producers get together to sell ' 
their pre ducts, for example: milk, fish, butter, 
eggs, fruit. Examples of producer co-ops are 
co-op fisheries, co-op creameries, and co-op 
(Pool) grain elevators. The goal of a producer 
co-operative is ^'maximum benefit for sellers of 
the product". 

(3) Financial Co-operatives (Credit Unions) . 
Financial co-operatives accept "savings from 
members' and make loans to them, for example, 
local credit unions. The goal of financial 

" . co-operatives is "good saving and easy, lower- 
cost borrowing for members". 
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(43 Insurance Co-operatives 

Insurance co-operatives provide life, fire, 
hail, and other insurance to members. The goal 
of the insurance co-operative is. "low cost 
insurance for members", 

(5) Service Co-operatives 

Service co-operatives provide members with 
services, such as housing, rural electricity, 
transportation, recreational facilities, 
machinery rental and even funerals. An example 
of a service co-op is a local housing co-opera- 
tive. The goal of the service co-op is "cheaper 
and better service for members". 

As you can see, co-operatives Lonsist of many people 
working together to make things better for everybody. 
The basic idea may be expressed as follows: "Help 
yourself by helping others". 

Features; of C o-ops 

(1) Money to start a co-operative . (capital funds] 
is raised by the sale of shares to members 
and/or by the co-operative's borrowing money 
from a financial institution or government agency, 

(2) Each member (no matter how much money he 
contributes to the co-operative] is entitled 

to only one vote, (i.e,, one member - one vote), 

(3) No voting by proxy is permitted., 

(4) A board of directors, elected annually by the 
members, is responsible for the management of 
the co-operative. The board in turn usually 
hires a manager to run the co-operative, 

(5) The profit or surplus of the co-operative is 
used to: 

(a) Pay members interest on the money they 
contributed to start the co-operative, 

(b) Pay a 'patronage return on dividends' to 
members, A patronage return is the share 
of the profit or surplus each member gets 
because he USED the co-operative. The 
dollar aaount of a member's patronage 
return depends on how much business he has 
done with the co-operative, not on how 
many shares he owns. 
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For example, i£ a member has bought 5% 
o£ the goods sold by a co-operative 
grocery in one year, then he will get 5% 
o£ the profits made by the co-operative 
in that year. Even i£ he owned 20% o£ 
the shares o£ the co-operative he would 
still only get 5% o£ the dividends. 
Patronage returns, paid out o£ the profits 
o£ the co-operative, are deductible in 
determining the taxab]e income o£ the 
co-operative, 

(c) Expand the business Not all o£ the 

profit or surplus has to be paid out to 
mmbers in the form of patronage return 
(dividenJs) , Some or all of the surplus 
can be kept by the co-operative to pay 
for expanding the business. For example, 
a new warehouse or store building may be 
needed, 

NOTE: Prior to January 1, 1972, co-opera- 
tives were exempt from taxation for 
the first three years of operation. 
This exemption was removed as of 
the above date, 

(6) Members of co-operatives are subject to a with- 
holding tax of 15% on the patronage returns 
(dividends) they receive from the co-operative, 

(7) Since a co-operative is registered as a Corpor- 
ation or Limited Company, the members of the 
co-operative have limited liability. That is, 
if the co-operative goes bankrupt a member can 
only lose the amount of money he originally put 
into the business. 



Advantages and Disadvantages of a Private Limited Company 
(or orporation) 

Note that the following refer to a PRIVATE COMPANY, 
i,e,, one with from 2 to 50 shareholders who own all of 
the business. Shares are not sold to the general public. 

Advantages Disadvantages 

a. Limited liability, (The a. Expensive to form, 
business exists as a (It may cost $500 or 

legal entity. more tp incorporate,) 
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In case of bankruptcy, 
the shareholders of 
the company will lo^^ 
the money they have 
invested in the busi- 
ness. They will not 
lose their personal 
assets if the business 
goes bankrupt) . 

b. More capital and talent* 
(Now many people can 
put their money and 
talents into the 
business. ) 

c. Professional managers 
can be hired. 

d . Continuity . (The 
company will continue 
to exist even if some 
of the owners die . ) 

e. Taxes. (It may be 
cheaper tax -wise to form 
a company.) 



b. Less freedom. (There 
are more government 
restrictions on comp- 
anies . ) 

c. Lack of personal 
incentive. (If the 
shareholders don't 
manage the business 
themselves the hired 
managers may not be 
motivated to work 
hard as they don't 
share in the profits 
of the business.) 

d. Taxes. (Sometimes it 
may be more costly 
tax-wise to form a 
company.) 



Advantages and Disadvantages of Co-operatives 



Advantages 

a. LijDited liability for a 
members . 

b. Members can save money ) 
on purchases (if a 
consumer co-op) and 

obtain more on sales b. 
(if a producer co-op) . 

c. , All the members control 

the co-op by the one 
member - one vote prin- 
ciple. The members can c; 
control the decisions made 
by the managers . 

d. Good for the canmunity. 
(Members take interest 

... and pride in the business 
because it is run by the 
^.people for the people.) 



Disadvantages ,.v 

Capital may be limit- 
ed. (Members may not 
have much savings to 
invest in the co-op- 
erative) . 

Poor management. 
(Since members control 
management, manage- 
ment decisions may be 
slow or wrong.) 

May be hard to organ- 
ize. (People in the 
community may not 
favour the idea of a 
co-op.) 
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7. For each advantage and disadvantage of a corporation and a 

co-operative listed in the Readings, ask students whether the 
advantages and disadvantages of a proprietorship ?-nd a partner- 
ship differ or are the same. Encourage a good dascu:';sion to 
test the students' understanding of tjte four types nf legal 



8. Read Section 5 of the Readings wi^h the group.* Encourage 
discussion. 



5 , Summary 



The most important characteristic of both limited 
companies (or corporations) and co-operatives is limited 
liability. 

In small private limited companies, the owners 
(called the shareholders) are often also the managers 
of the company. In public limited companies and co- 
operatives, however, separation of ownership and 
managanent is an important feature. The owners (share- 
holders) elect a board of directors, each of whom must 
also be a shareholder. The board of directors then 
selects managers for the limited company or co-operative. 

Voting rights differ .in limited companies and in 
co-operatives. In limited' companies, the rule is one 
vote for each share owned, for example, 2000 shares 
mean 2000 votes. In the case of the co-operative, the 
rule is one member - one vote, regardless of the number 
of shares owned or money invested. (This prevents any- 
one from controlling. the policy of a co-operative simply 
because he can afford to purchase more shares than the 
other members.) Also, voting is allowed by proxy in the 
limited company and not in the co-operative. This means 
that a shareholder in a limited company can authorize 
another shareholder to vote for htm by signing an 
appropriate "authorization form. Co-operative share- 
holders ca.mot vote by proxy. 

The profits of both a limited company and a co-oper- 
ative are taxed as business profits. In the case of a 
co-operative, the amount of patronage dividends paid out 
to members is deductible in determining the income of 
the co-operative (providing that the patronage dividend 
is paid out of business income). 



joefore deciding on the legal form of business 
organization that is most appropriate to the business you 
plan on starting, be sure to. carefully evaluate the 
features and cliaracteristics of proprietorships, 



organization. 
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partnerships, limited companies and co-operatives. In 
addition, you should seek the advice of a competent lawyer 
or chartered accountant. Once you have thoroughly 
considered all the factors involved, you will be ready 
to make a final decision. Once you have made that 
decision, you are ready to take whatever legal steps are 
necessary to put your business in operation, i.e., apply 
for licences, register your business, etc. These 
procedures are covered in lesson BL5, "Legal Steps 
Required in Setting Up Each Form of Business Organization". 



Indicator 

9. The answers to questions and the discussion by the students 
serve as the indicator. Review any points that are not clear. 
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LEGAL STEPS REQUIRED IN SETTING UP EA.GI 
FORM OF BUSINESS ORGANIZATION 



instLjCTOR's guide ' 



OVERVIEW 

In lessons BL2, BL3 and BL4, we discussed the characteristics and 
the advantages and disadvantages o£ the four main legal forms of busi- 
ness organization. In this lesson the actual legal steps required in 
setting up each form of organization are discussed. 

Proprietorships and partnerships are relatively easy to set up. 
Legally they require nothing more than a licence to collect sales tax 
and a business licence in most cases. A proprietorship must be regis- 
tered if the owner's name does not appear in the name of the business. 
Most provinces require that partnerships be registered. It is also 
wise to have a written partnership agreanent prepared by a competent 
lawyer. This prevents disagreements due to a lapse of memory. 

The formation of limited companies and co-operatives is somewhat 
more complicated, requiring specific procedures set out in detail by 
common law or statute. 

Limited companies may be formed by either the Registration Syston 
or the Letters Patent System, depending on the particular province. In 
chose provinces that use the Registration System, a limited canpany must 
register its Manorandum of Association with the Registrar of Joint Stock' 
Companies before it can open for business. In those provinces that use 
the Letters Patent System (also used by the federal ^./ernment), three 
adults petition the Provincial Secretary (or the Secretary of State) 
for the incorporating document called Letters Patent. Once this 
document is issued, the company is authorized to open for business. 

A co-operative is formed by applying to the Provincial Department 
of Co-operation in Manitoba and Saskatchewan. . 



SUBJECT 
LESSON BL5 
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In other provinces, formation o£ a co-operative is usually handled throu^i 
the Provincial Secretary or the Registrar o£ Joint Stock Conpanies. In 
any case, the procedure is similar to the formation o£ a limited coiipany. 

The foiination o£ a limited conpany requires substantial planning 
and the" services o£ a conpetent lawyer; that o£ a co-operative is usually 
handled by an advisor £rom the Department o£ Co-operation (in those 
provinces that have such a department) . In other provinces it would 
likely be advisable to retain the services of a lawyer. 

It is iirportant to remenber that, under either system, there are 
certain procedures that must be followed before the firm has legal stand- 
ing allowing it to do business with the public. If these procedures 
are not followed, the firm can be penalized. It is inportant to ensure 
that the proper steps are taken in organizing a limited conpany or co- 
operative before attenpting to do tlie other jobs that must be done. 



OBJECTIVE 

Students will become familiar with tlie legal steps required to set 
up each of the four forms of business organizations. / 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Anger, William and Anger, H.D. Summary of Canadian Commercial 

Law . 18th rev. ed. Torcr.to: Sir Isaac Pitman [Canada} Ltd. , 
'I5F2, chs. 15 and 16. 

2. Chapman, F.A.R. Fundamentals of Canadian Law . Toronto: McGraw- 

Hill Company of Canada Ltd. , 1965, chs. 23, 24. 

3. Hastings, Paul G. Introduction to Business . Toronto: McGraw-Hill 

. Conpany of Canada Ltd., 1968, ch. 3. 

4. McNau^ton, Wayne L. Introduction to Business Enterprise . 2nd ed. 

Toronto: John Wiley and Sons inc., 1970, chs. 4, 5."** 

5. Pugsley, William H. Canadian Bus inesF Organization and Management . 

Toronto: McGraw-Hill Conpany of Canada Ltd., 1965, chs 7 6, 7, 8 

6. Snyth, James E. and Soberman, D.A. Ihe Law and Business Admini s- 

t' ^ation in Canada . 2nd ed. Scarborou^, Ontario: Prentice- 
Hall of Canada. Ltd. , 1963, chs. 26, 27, 28. 
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RESOURCES REQUIRED 
1. Flip chart 



METHODOLOGY 

i; Hand out the Readings; read the Purpose and Introduction. 



PURPOSE 

In this lesson you will be studying and discussing the legal 
steps tlaat you must take .in setting up each form o£ business 
organization, i.e., proprietorship, pailziership, limited conpany 
and co-operative. 



INTRODUCTION 

In lessons B12, BL3, and BL4 you evaluated and discussed .the 
nature, characteristics, advantages and disadvantages o£ each 
form of business organization. 

In this lesson you will be examining and discussing the 
various legal steps that are required after you have decided on 
the form of business organization you wiant. Ihese steps incliide 
such things as registration of your business and application 
for licence. 



OBJECTIVE: STUDENTS WILL BECOME FAMILIAR WI'lH THE LEGAL STEPS REQUIRED 
- TO SET UP EACH OF IHE FOUR FORMS OF BUSINESS ORGANIZATION. 



Stimulus 

2. Ask the students: "Does anyone know what legal steps you would have 
to take in setting \jp a proprietorship?" Point out that by legal 
steps you mean application for licences, registration of the busi-- 
ness, etc. List the students answers on the flip chart. 

Ask the students: "Does anyone know the legal steps that ^-re 
necessary in setting up a partnership? A limited coupa A 
co-operativB?" I . . \ 

• Student answers about each one of these «=^ould be listed separately 
on the flip chart. 
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Clarify Problaii 

3. Have the group discuss the points that have been listed on the 
flip chart. Have each student vdio niade' a suggestion explain why- 
he thinks it is a necessary legal step in the forjnation of that 
type of business,' 

Encourage discussion to the fullest extent possible so that 
students have an opportunity to suggest all points of which they 
are aware. For example, if a student suggests that a partnership 
should be registered, the instructor might ask: Why? 

Is further registration necessary for any reason 
at any--tijne? 



Provide Information 

4. Read Sections 1, 2, 3, 4, and 5^of the Readings. Stop and 
encourage questions and discussion. GJarify as necessary. 



CONTENT 

■ ; 1- Formation of a Proprietorship 

'In terms of legal requirements, a proprietorship is 
the easiest form of business organization to set up. The 
following steps should be taken: 

a. You will have to apply to the Taxation Branch of- the 
Provincial Treasury Department to obtain a VENDOR* S 
(seller's) LICENCE, which allows you to collect 
SALES TAX. 

b. You must apply' to ^/ the local city hall, municipal office, 
or possibly band council, to obtain a BUSINESS LICENCE. 
You have to pay a FEE for this licence every year. 

c. You, of course, may use your own name for the name of 
your business. You may also use a, 'made-up' name as 
long as the same name has not been registered by someone 

. . else or as long as the name does not mislead the public. 

If you do use a coined name,, you must register it by 
providing full particulars about your business to the 
Registration Clerk of your registration district 
(in the local Registry Office ). . . 

NOTE: A proprietor is not allowed to use. 'LTD' or 
'LIMITED' in the naiv.e of his business e 
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Formation of a Partne r ship 

Tlie following steps should be taken: 

a. A partnersliip agreement may be oral (verbal) and be 

valid but an oral contract is subject to flaws of memory 
For this reason it is wise to prepare a written record 
of the partnership agreement. Die partners may agree 
to whatever terms they wish, provided the terms are not 
illegal. The min reasons for preparing a partnership 
agreement is to set out* as clearly and carefully as 
possible: 

(I) The date of the agreement 

(2' Names and addresses of the partners 

(3) Name, address and purpose of the firm 

(4) Term of the partnership (that is, whether it is 
formed^for a definite or an indefinite length of 
tijne) 

(5) Amount of capital investment, and amount of any 
interest it is to bear 

(6) Opening of a bank account and the signing of 
cheques 

(7) Keeping books of account, annual audit 

(8) Drawing privileges of partners 

(9) How profits and losses will be distributed 

(10) Loans to firm by partners, or by firm to partners 

(II) Limiting the extent to which each partner i.^> 
allowed to obligate the firm on his own (e.g., 
obligations over $500 must not be entered alcne) 

(12) Hiring and dismissing of .employees 

^ • 

(13) The time that each partner will devote to the 
business activities of the firm 

(14) How responsibilities will be divided 

(15) How assets or liabilities will be divided if the 
partnership is dissolved 
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The prccedures that will apply in buying out a 
partner who leaves the partnership for any reason 

Cc^rryiiig of life insurance on partners for benefit 
of other partners and/ or the deceased partner *s 
estate 

(13) Procedures that will apply in settling grievances 
that arise from tine to time (usually arbitration) . 

KDTE: A partnership agreement should not be dra\vn 

up by. the partners themselves. Legal counsel 
is necessary if you want a properly drawn 
agreement. In fact, each partner should 
have his own law)'er to ensure that his 
interests are properly protected. 

b. Almost all provinces require that a partnership be regis- 
tered within a statutory time limit. Failure to do so 
can result in a substantial penalty. 

Registration consists of filing the following info-^.iiation 
with the proper registry off ice. 

(1) full names and addresses of each partner 

(2) the name of the business 

(3) when the partnership was foimed • 

(4) a declaration that the persons named are the only 
members of the partnership, and 

(5) a declaration that the partners are of legal age, 
or the birth dates of partners under that age. 

NOTE: The time limit and place of registration 

differs in the various provinces as follows: 

Saskatchewan : Within six (6) months after 
formation, in the office of the Registration 
Clerk of the Registration District in which 
the business is located. 

Manitoba : Within one (1) month after forma- 
tion, in the judicial district in which the 
business is located. A copy of the informa- 
tion contained in the registration must also 
appear in the Manitoba Gazette. 
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Alberta, the North West Territories, g Yukon : 
Within six C6) months [two C2] irj. Yukon) after 
fornation, in the office of the Clerk of the 
Registration District in which the business 
is located. 

British Columbia : Within three (3) months 
after the business starts operating, in the 
office of the Registrar of the local County 
Court. 

Ontario : Within sixty (60) days after the 
formation of the partnership, in the office 
of the Registrar of the Registry division 
in which the business is located. 

Quebec : Within fifteen (15) days after 
formation of the partnership, in the office 
of the Prothonotary of the Superior Court 
of the district in which the business is 
located. 

New Bruns\rick : ' Before conmencing business 
operations , in the office of the Registrar 
of Deeds o:T the county where the business is 
located. Notice must appear a number of 
times in a local newspaper or twice in the 
Royal Gazette if there is no local newspaper. 

Nova Scoti a: Before commencing business 
operation! in the off ice, of the Reg. trar 
of joint stock companies. 

• Newfoundland: Within thirty (30) days after 
formation, in the office of the Registry of - 
Deeds. 

Prince Edward Island : Within three (3) months 
of formation of the partnership, in the office 
of the deputy Prothonotary of the Supreme 
Court. A copy must be published in the Royal 
Gazette. 

NOTE: If a partnership is dissolved or if 
there is a- change in membership or 
name of the partnership, a declara- 
tion must be filed iinmediately with 
the appropriate registry office 
(the one with which the partnership 
was originally registered). 
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. c. The partnership must apply to the Taxation Branch o£ the 
Provincial Treasury r'-/>artment to obtain a \T5ND0R'S 
•(Seller's) LICENCE whidi allows the partnership to collect 
SALES TAX. 

d. . It must also apply to the local city hall, municipal 
cffice, or possibly band council, to obtain a BUSINESS 
LICENCE. A FEE must be paid for this licence each year, 

NOTE: A partnership cannot use 'LTD' or 'LIMITED' in 
the nanie o£ its business. 



3. Formation of a Limited Company (Corporation) 
a. Methods of Incorporation 

(1) Royal Charter 

The oldest method of incorporation is by royal 
charter granted by the King or Queen. Until the 
nineteenth century all companies v/ere created by 
charter. Some com]:)anies that were created by 
charter are still .in existence; the best knoivn to 
Canadians is the Hudson's Bay Company. In a few 
cases royal charters are still issued to 
universities and charitable institutions today, but 
not to business corporations, 

(2) Special Acts 

At the end of the eighteenth century Parliament 
began to pass special acts (or statutes) to 
incorporate companies for large projects. Today 
special acts are still used to incorporate such 
companies as the Canadian Pacific Railway, Central 
Mortgage and Housing Corporation, the Canadian 
Broadcasting Corporation and Air Canada, Banks and 
trust and loan companies are also incorporated under 
special federal^ acts. 

(3) General Acts 

(a) The English Sys'tem of Registration 

This type is reierred to as the REGISTRATION 
SYSTEM. This system is used by British 
Columbia, the North West Territories, Yukon 
Territory, Alberta, Saskatchewan, Nova Scotia 
and Newfoundland. ' The company, according to 
the regulations, must register a document 
(an agreement) with the Registrar of Joint 
Stock Conpanies for the particular province 
in which the business is located. This 
document (or agreement), which specifies the 
terms under vdiich the company is being formed, 
is called a MB40RAJ©UM OF ASSOCIATION. 
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The Registrar o£ Joint Stock Companies examines 
the Memorandum o£ Association. I£ it contains 
all the. required information, it is officially 
registered and the limited company or 
corporation comes into existence. 

A Memorandum of Association contains the follow 
ing types of info^-mation; 

(i) The name and address of the company, 

(ii) The name, address and occupation of 
each person who is applying to have 
the company incorporated. 

(iii) The objects of the new company. The 
objects specify what activities the 
corporation will engage in when it is 
incorporated. A corporation is pre- 
vented from undertaking activities 
that are not included in its objects. 
If it does undertake activities that 
'are not set out in its objects, these 
activities are considered ^ultra vires 
(beyond the scope of the corporation) 
and are, therefore, void. 

(iv) The authorized capital of the company. 

(v) Whether the company is to be public or 
private . 

(vi) The names of the persons \A\o will be 
the company's first directors. 

(vii) The number of shares each applicant 
vill be purchasing. 

(viii) The signatures of the applicants and 
the witnesses . 

bDTE: The Memorandum and the required 
fee is sent to the Registrar of 
Joint Stock Companies. The 
Registrar checks it over, 
registers it, and the corpora- 
tion is then ready to do 
business. 

The Letters Patent Svstart 

This system is used oy the federal government 
and by the provinces of Manitoba, Ontario, 
Quebec, New Brunswick and Prince Edward Tsland. 
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Under this system, three adults petition the 
Secretary of State (if the petition is being 
made to the federal government), or the . • 
Provincial Secretary (if the petition is being 
made to the provincial government). A limited 
conpany is formed when the Secretary of State 
or Provincial Secretary issues an incorporating 
document called the LETTERS PATENT. 

The petition shows the following: 

(i) The proposed name of the company. 

(i-) The objects of the company. 

(iii) The place where the head office is to 
be located. 

(iv) The amount of the capital of the company 

(v) The number ox shares and the classes 
of shares authorized. 

(vi) The value of each share (known. as the . 
'par value'), or the number of shares 
with no par value (later on as it sees 
fit, the company can set a value on^ 
these shares) . 

(vii) The full name, address and occupation 
of each petitioner. 

(viii) The names of at least three (3) persons 
who will be 'provisional directors' of 
the conpany (who will organize the 
conpany and then turn over the manage- 
ment to a board of directors elected v 
by the shareholders.) 

(ix) The number of proposed directors of 
the company, if known. 

(x) Any other information which may be 
desirable or valuable. 

NOTE: The petition and the required 

fee, together with a MENDRANDUM 
OF AGREEMENT signed by the 
Petitioners, is sent to the 
Secretary of State or to the 
Provincial Secretary. 
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I£ all documents are in order. 
Secretary issues a cliarter to 
the company by a document 
called LETFERS PATENT. Once 
' this docuiTient has been issued, 

tlie company is ready to do 
business . 

b. Comparison of Registration System and Letters Patent 
Systen 

(1) Registration System 

(a) Under this system a limited company is formed 
when its memorandum of associa^'.lon is officially 
registered. 

(b) The operating rules of this type of company must 
also be registered after tliey have been passed 
by a 3/4 majority of the shareliolders . These 
operating rules are called ARTICLES OF ASSOCIA- 
TION. ■ ■ . ■ 

(c) The Registration System is based on statute law. 
(2] The Letters Patent System 

(a) Under this system a. limited company is formed 
when the Secretary of State or Provincial 
Secretary issues an incorporating document call- 
ed Letters Patent. This agreaiient is not 
registered, it is issued. 

(b) The operating rules of this type of company are 
called BY-LAWS. The By-la\ys do not have to be 
registered. 

(c3 The Letters Patent System is a direct outgrowth 
of the royal charter system of incorporation and 
is based on the ■common law. As a result the 
y Letters Patent system is more formal and the 

procedures more detailed tlian under the 
Registration System. 



Formation of a Co-operative 

Detailed information can be obtained from the Provincial 
Department of Co-operation in Saskatchewan and Manitoba. In the 
other provinces "ihe Provincial Secretary or the Registrar of 
Joint Stock Companies would be able to provide you with tlie 
infonnation required or could direct you to the proper depart- ^ 
ment . 
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Regarding the formation of a co-operative the following 
points are mportant: 

a. Remember, Co-operatives are also limited coirqpanies they 
• are incorporated and are formed in a way similar to 

limited companies. 

b. • In Saskatcliewan and Manitoba co-operatives are formed by 

applying to the Provincial Department of Co-operation. 

c. Much of the work in setting up a co-op involves organizing 
the people of the community. Many people have to unite 
their efforts to make things better for everybody. 

* (Discussion meetings must be held with the people to 
explain the purposes and advantages of the co-op; a 
memorandum of association must be drawn up and sent in 
to the Department of Co-operation; a provisional board 
(temporary board of directors) has to be set up to look 
after setting up the business; then later a general 
meeting has to be held to draw up by-laws and elect a 
permanent board of directors) . 



5. Summary 

As you have seen, a proprietorship is the legal form of 
business organization which is easiest to set up. In most 
provinces you are required to obtain a Vendor's licence from 
the provincial government; this licence gives you the author- 
ity to collect sales .tax. In addition, a Business Licence is 
usually required by local authorities (municipality, city, 
bank council, etc.). You do not have to register your 
business unless you use a 'made-up' name for it. . Even when 
you do have to register your business, the procedure is 
relatively simple. A proprietor is not allowed to use the 
terms 'LTD' or 'LIMITED' in the name of his business. 

In the formation of the partnership, the limited company, 
and the co-operative, both a Vendor's licence and a Business 
Licence are required. 

When forming a partnership, one of the most important 
steps to take is to prepare a written agreement with all the 
necessary terms. All provinces require that a partnership be 
registered with the appropriate government department. The 
partnership (like the proprietorship) cannot use 'LTD' or 
'LIMITED' in the name of the business. 

A limited company is formed by either the. registration 
systOT or the granting of letters patent. The federal govern- 
ment and some of the provinces use the registration system. 
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The letters patent system, used by the other five provinces, 
is. a more complicated and formal system. Under either system, 
application procedures are similar. 

A co-operative j.s formed in much the same way as a limited 
company. However, there is usually special legislation that 
applies to the formation of a co-operative. Some provinces, 
such as Saskatchewan. and Manitoba, have Departments of Co-oper- 
ation. 



5. The instructor should briefly summarize the legal steps required in 
forming each type of business. ;^lost of this material is set out 
in the ^'Overview." 



Indicator 

i • ' 

6. Divide the students into four groups; each group is to take one of 
the forms of business organization. Ask the members of each group 
to determine among themselves the necessary legal steps for the 
particular type of organization they are dealing with, without 
using the Readings as reference, and to write down these steps 
as completely as possible. 

Have a spokesman for each group list on the flip chart the steps 
that members of his group have suggested. ' Encourage the members 
of the other groups to point out errors or omissions in each 
presentation. Discuss. as long as necessary. 
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SUBJECT 



MARKETING 



LESSON MKT4 THE RIGHT PRODUCT AND THE RIQiT SERVICE 



INSTRUCTOR'S GUIDE 



• OVERVIEW 

In lesson MKT2 , the student learned that the existence o£ a market 
required people or businesses who have a need for, an ability ta pay for 
and a willingness to buy a product or service, This lesson looks at the 
factors which are required to inake the market realizable,. For a market 
to exist, the customer must be given a product or service which he wants 
at the rigjit price, place and time, 

Ihis lesson should give tiie students the idea that the businessman's 
job is to serve' the customer's needs; in this way he is enabled to make 
a profit. To serve the customer's needs, the businessman must be aware 
of consumsr needs and wants for products and services , He must know 
tlie prices of his products at. whicli he can .make a profit and which the 
custorer is still willing to pay. If he cannot provide the product or 
service at tlie price the customer is willing to pay, he is better off ! 
not to sell the product. 

Tlie lesson material may be learned more easily if tlie instructor 
encourages the students to relate tlieir experiences concerning the lesson 
material, and presents his own experiences. This will help the students 
see the practical aspects of the material. , 



OBJECTIVE 

Hie students will discuss the similarities and differences betiveen 
a product and a senla^, and tlie inportance o£ offering the ri^t product 
and the right service to meet the needs of the hiarket. 
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REFERENCE MATERIAL FOR INSTRUCTOR 



1. Kelley, Eugene J. Marketing Strategy and^ Functions . Englewood Cliffs: 

N.J.: Prentice-Hall of Canada Ltd/ , 1965, di. 6. 

2. Kotler, Hiilip. Marketing Manageinent: Analysis, Planning and Con- 

trol . Englewood Cliffs, nTj.: Prentice-Hall of Canada Ltd., 
1557, ch. 13, 14. 

3. McCarthy, E. Jerome. Basic Marketing: A ^ianagerial ^proach . 4th 

ed.' Georgetown, Ontario: Irwin-Dorsey Ltd., 1971, chs. 10, 11, 
12, 13, 14. 



RESOURCES REQUIRED 

1. Case MT2-2, 'Taul's Problem" 

2. Flip chart, 

METHODOLOGY 



1. Hand oiit the Readings; read and discuss the Purpose and Introduction. 



PURPOSE 

In this lesson we will be discussing products and services; 
that is, what they are. and some of their characteristics. We 
will also discuss the inportance of being service-minded, and the 
ways in \>iiich this approach can make your, business "something 
special" in the eyes of your customers. 



INTRODUCTION 

The success of your bus^^'^ss will depend largely iipon having 
repeat customers. If you have the ri^t products and provide the 
ri^t service, customers mil be likely to patronize your busi- 
ness on a regular basis. You may even attract some oistomers 
away from your conq^etitors . ; ' 
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THE SlIiDENrrS WILL DISCUSS TIIE SIMILARITIES AND DIFFERENCES 
BETOKEN A PRODUCT AiND A SERVICE,. AiVD THE JMPORTAiNCE OF OFFERING 
THE RIGirr PRODUCT AND TIIE RIGHT SERVICE TO MEET THE NEEDS OF. 
THE MARKET. 



Stimulus 

2. Ask: ^^How would you define a. product?/' "How would you define a 
Sf^rvice?" *. 

List students' definitions on flip chart'. 



Clarify Problenu . 

3. Discuss these definitions. Ask: "Is it possible to sell just a 
product, or is there always some -service involved?" Discuss. 



Provide Information 

4.- .Read and discuss Section 1 of the Readings. 



OBJECTIVE: 




COIsrrEOT 

1. Products and Services 

Everything sold is either a PRODUCT, or a SERVICE. When going 
into business you must ask yourself, "Am I going to sell a product, . 
or a service, or both?" There are many similarities in marketing 
products and marketing services, but there are some differences. 

a. l\? iat is a Product? 

Products are often called goods. A product or good is: 

(1) something of value . . ' 

(2) something that can be picked up and/or handled (it is 
something physical or tangible) 

(3) something that can be feit and seen 

(4) something that can be' stored up and used at a later time. 

We say that a product or good is something physical you can 
see and handle, now or later. Can you list examples of pro- 
ducts or goods? 
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b . Wiat is a Service? 

(1) A service ?r- something a person or business does 

(2) It has a value 

(3) It cannot be stored up because it is used up at the 
sajiie tijiie that it is being produced. 

(4) It cannot be seen or felt or smelt. (It is intangible, 
i.e., not physical). 

A service is made, bought and used at the same time and in 
the same place. Exainples include: taxi service, barber 
service and delivery sei^ice .. Can you list other examples? 

c . Likenesses and fJifferences in Selling Goods and Services 

(1) IVlien you make a product, you don't have to sell it right 
away. You can put it on a shelf or into a warehouse 
and keep it for a time. But with a service, you make 

it at the same time as you sell it. 

(2) You have to plan for storing and handling goods but you 
don't have to worry about handling and storing services. 

(3) iVhether you are selling goods or services, you have to 
remember to give the customer what he wants . 

(4) You must also remember that every tLne you sell a product, 
you are also selling a service. For example, if you 

o\\Ti a service station and sell someone gas for his car 
you also give him some services: You check the oil, wash 
the windows, give him road directions, etc. These are all 
services, things you do to try and satisfy your customer 
since you want him to return to your station the next 
tijne he needs gas. The services you give the customer are 
often more important than the product you sell him. Mave 
you ever said, "I won't buy from him again?" Did you 
ever think why you said this? It was probably because 
he gave you poor service. You may have liad to wait too 
long or perhaps the person was unfriendly to you when he 
sold you the product. 

Remember, you never sell just a product. There are always 
some services you can give the customer. You and your hired 
help should be service-minded. 



5, Ask students to list on the flip chart some of the items they have bought 
in the last month or so. Ask them to classify these itans into products 
and services. Discuss. 
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6. Refer students to Case MKT2-2, "Paul's Problem", from Lesson MKT2, 
*1Vhat is a Market?" Tell them to think about how Paul served his 
customers while you read the case again. 

Ask the following questions. Discuss each question. 

a. • *Did Paul's unwillingness to give service hurt his business?" 

.Yes. He lost customers to Johnson^s Store* 

b. ^Wiat services could Paul have offered?" 

(1) He could have offered the right merchandise, i.e. work shirts 
instead of fancy shirts. 

(2) He could have changed store hours or at least stayed open 
.later to fill needs of late buyers (especially since he 
knew that a lot of people had to get supplies after they 
Ccune in off the lakes and before they went back in the 
morning). Paul exhibited an extremely hostile attitude 
on this point and drove many customers to Johnson's Store. 

(3) Paul should have recognized that people liked to stand 
around and talk while they were in- the store to buy some- 
thing. By telling the people that they couldn't stand 
around and talk in his store, Paul showed that he didn't 
know that the store was considered to be a meeting ^lace 
where the shopper caught up on the latest news while buying 
goods . . 

c. "IVhat services can any business offer?" 

(1) friendly service 

(2) the right product 

(3) advice on buying 

(4) help in using products 

7. Give examples of different types of business (service station, rest- 
aurant, outfitter, etc.) and'^aisk group to list the services that are 
important in each business. Also ranind them of the idea that ^Tou 
never sell just a product; there are always some services you can 
give your customer." 

8. Read Sections 2, 3 and 4 of the Readings. 
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Marketing or Merchandising Principle s 



To make a profit (which is necessary i£ your business is 
to continue operating) you must satisfy the needs and wants of 
your customers. This means that you provide them with the 
things they need and want and you make a profit at the same 
I time. 

The following marketing or merchandising principles can 
help you to make your business successful: . 

Provide the right product 

at the right"~price 
in the right place 
at the right time . 

a. IVhat is the RIGHT PRODUCT? 

You must stock the products that the customer wants. You 
should think of what your market needs before you make or 
purchase products to sell. 

Pfeving the right product or services for your market is a 
big step in helping to ensure good sales. 

b. Wh at is the RIGm PRICE? 

The Right Price is a price the customer is willing to pay. 
If people think your prices are too high, they might not 
want to buy from you. If they go to your competition, you 
will lose business. The price you put on your products 
must be one tliat people are willing to pay. Can you list 
examples where you wanted to buy something but it wasn't 
selling at what you considered the right price? 

c. What is the RIGHT PLACE? ■ ' ' 

By the right place we mean having the product where it is 
the most convenient for the customer. Customers might buy 
from you because you have the b3st business location. Your 
business may be the most convenient to them. For example, 
service stations are located at different places in the . 
town. This makes it convenient for car drivers. 

The right place can also mean having stock located in con- 
venient places within your business. For example, if you 
run a general store you should put one type of product (e.g. 
hardware) in one place and another type of pro.duct (e.g. 
groceries in a different place. You will study more about 
the proper place to keep your stock and the proper way to 
display it in later lessons. 

Can you think of a business that has its products arranged 
in the right place? In the wrong place? 
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3. Satisfying your Customers through Service 

a . Are You Really Sei^ice-mindeU? 

"I serve my customers, '*the store oivner said, *'and that 
means iliore than selling thejn products/^ Tliat store 
owner was expressing a belief that is too often forgotten 
by many si)iall l:>usinesses. Remember, if * service -mindedness^ 
■ is missing, it may hurt your business. Every business 
depends a lot on having repeat customers. Your objective 
should be to have the customer return time and time again. 

b . The Willingness to Serve 

The quality of the services you will offer will be a very 
important factor in attracting and keeping customers. The 
willingness. to give personalized service is one of the best 
assets you have to help you compete against other businesses. 

c. A Close r Look at Service -mindedness 

If you asked a dozen persons working in business what they 
meant by 'service-mindedness ' , youM get a dozen different 
answers. There appears to be no one definition. One person 
might think of service as a simple act of selling. Another 
may think of it as all the jobs of marketing. A third person 
might tell you that service is the filling of a need. Basic- 
ally, all these answers are probably correct, because service 
means many things. 

If you are indeed willing to serve, you sliould make yourself 
familiar with the needs of your community. These needs may 
change from time to time. For instance, suddenly there is an 
unexpected demand for an item, so you increase your stock in 
that line. This is part of being service -minded. You know 
best when people in your area like to shop, so you adjust 
your store hours to their wishes. That, too is part of 
service -mindedness . 

Serv ice -mindedness IS mportant. Below are two examples: 

r 

Example 1 : Two stores - two attitudes 

Mrs. Fred Fisher, went to one of the two general stores in 
town to get SGViie flour. She told the manager that she' wanted 
fifty (50) lbs. of flour. Tlie manager called the clerk and 
told him to help Mrs. Fisher with the flour. The lady lived 
only a little ways from the store so the clerk carried the 
flour home for her. Mrs. Fisher liked shopping at this store 
because all the people there were so friendly. She told her 
friends how friendly the people in that store were and now 
many of her friends buy there. 
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This little bit extra in service and friendliness had 
pleased Mrs, Fisher. She remembered when she had once gone 
to the other store to get some cloth which was on sale. 

l\^ien she went into the store she saw that it was nice and 
clean, goods were well -displayed and it was well-lighted. 
So far so good. Thei. she asked for some of the cloth which 
was on sale. 

"What else?" the manager asked, tossing the parcel onto the 
the counter. 

"That's all, thank you." 

"They sure know a bargain when they see one, the manager 
complained out loud. ^IVe got other stuff too, you know." 

As Mrs. Fred Fisher was paying for the cloth she promised 
herself never to go back to that store. She never did go 
back and she has told all her friends and relatives how un- 
friendly the people were at this store. 

Example 2: Few products or many products . 
Jack's general store in a certain town sells some dry goods 
and groceries but is best known for the line of fishing 
equipnent it sells. No other store for miles around can 
compete with it on this score. In fact, you miglit call it 
a 'fisherman^ s' store, for many of the fishermen get their 
fishing supplies there. Even outfitters tell their tourists 
to get their fishing needs at Jack's store. 

On the other hand, Lusik's general store, in another to\\ai,. 
offers a larger variety of dry goods and groceries. This 
store is selling to people with different needs. The people 
in this town are fanners, trappers, and miners. There aren't 
many fishing places nearby, so there is no nee.d to have a 
good supply of fishing equipment. 

The 'willingness to sewe' is the 'big reason for the success 
of these f.wo general stores. Ajid the success is due to plan- 
ning. How did the owners arrive at such opposite ideas of 
what to sell? 

Both men asked their clerks to make a note each time an item 
was asked for that the store did net carry. They checked 
with other people who ran stores in the area, as v;ell as 
checking their records to see which items were moi:t popular . 
Soon each owner had a good idea what his custoners wanted 
and was able to decide what type of goods he should carry. 
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Jack's general store carried a lot of fishing supplies.. 
We say that Jack has SPECIALIZEIJ. On the other hand, Lusik 
decided to carry mny different types of Droducts. We say 
that Lusik has DIVERSIFIED. 

Both men have the sajiie objective; that is, serving their 
customers with the kind of products they want. That, after 
all, is the basis of all business. 

i 

You must: remember that it is ijnpossible to carry every kind 
of product that customers will want. You must also remember 
that depending on just one product (or products that are all 
alike) can get you into trouble if people suddenly don*t 
need these products any more. You must make a decision on 
what to carry so that you get a good turnover on your stock. 



You can help ensure the success of your business by having 
the right products, at the right price, in the right place, at 
the right time. 

Business success also depends on being service-minded. People 
generally like to patronize a business at which they are made to 
feel welcome. In fact, they will usually become regular customers. 
In addition, they will f^.ll their friends about your business and 
influence them to shop there as well. 

Being service -minded helps to attract and keep customers 
and helps to make your business 'soiiething different' in the 
eyes of your customers. 



9. Discuss the Readings. Tell students that it is quite easy to forget 
the customer's need for products and service when the manager and 
staff are busy doing their many other jobs. Stress the importance of 
training staff in service -minded attitudes. j 



10. Ask students to discuss experiences they have had in which they did 
not get the right product or service. How could the situations have 
been corrected? 

Indicator 

11. Discussion during the lesson. Review if necessary. 



Summary 
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SUBJECT 



PRODUCTION MANAGEMENT 



LESSON PR0D2 IVI-IAT PRODUCT SHOJLD YOU PRODUCE? 



INSTOUCTOR^S GUIDE 



OVERVIEW • . 

Hie success of a production business depends upon its ability to 
produce and sell products at prices whidi will generate the required 
revenues. The success or failure of a production business revolves 
around its products.. Product decisions are too important to be ap- 
proaclied in an off- tl\e- cuff manner. Tliere must be careful planning and 
analysis of the factors tliat will or can affect tlie product. 

The factors that will affect the product decision are: 

1. Facilities and Organization what is required to produce and sell 
the product? 

2. Sales Potential - how much, why, and when will your customers buy? 

3. Costs ' can you make the product at a cost which will allow you to 
set a reaji^oruA'le price? 

4. Sales PronK )':i o n and Growth - will sales promotion lead to more 
sales V Ho"; 'much and what type of promotion is reqiared? Can you 
meet additional production demands with your present plant? 

5» Money Requirements - how much initial investment is reqxoired?. Hovj 
mxch money do you require for operating capital? Will your reven- 
ues generate the money needed for expansion? 

6, Labour Requirements - how many and what type of enployees do you 
need? Are you going to pay wages or some other from o£ coii5)en' 
sation for labour (such as piece work)? Do you need training pro- 
grams? Where can you get the need^-d>^eTH)loyees? 
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7. Supply Sources - what raw materials and compoaents will you need? 
IVliere can you obtain tlie supplies required in the quantity and 
quality needed? Wliat prices must you pay for your supply of raw 
materials? 

8. Transportation - how are you going to handle raw materials and 
finisfxed goods? Do ) du need special transportation? Do other 
factors outweigli transportation costs? 

9. Acceptance by Community - what is tlie general feeling of the popu- 
lation to your operation? Will tlie community help or hinder your 
business? 

10. Legal Requirements - what licences are required? IVliat processes- 
are patented and cannot be used by you. How do you patent your 
process? What are the local business requirements? 

Before a businessman commts himself to the setting up of a pro- 
duction plant he should. carefully evaluate the above ten areas. He must 
weigh botli the long- run and short -run costs against the benefits in or- 
der to judge what his diances of success are. A careful evaluation of . 
these areas sJiould help him make the decision of whetlier or not to go 
into tlie production of a certain product. 



OBJECTIVE 

Hie student will be able to discuss the factors that should be in- 
vestigated when deciding what product to produce. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. .Anthony, Edward L. '^Innovation: How ^^udl Is Enou^i?^* Management 

Aids for Small Manufacturers , Annual No. 13, 1967, pp. 65 - 73 

2. Bursk, Edward C. ''Pointers on ^^seting Competition.^' Jvlanagement 

Aids for Small Manufacturers , Annual No. 10, 1964, pp 17 - 2 3. 

3. DeSpelder, Bruce E. 'Management Planning for Sound Growtli.'' Man- 

agement Aids for Small Manufacturers , Annual No. 9, 1963, 
pp. 8-15. 

4. Garrett, Leonard J. and Silver, Milton. Production Management An- 

alysis . New York: Harcourt, Brace and World, Inc., 1966, pp. 
66 - 130. 

5. Howard, Jolin A. Marketing Theory * Boston: Allyn and Bacon, 1965 , 

ch. 3. 
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6. Mattliews , John B. et al. Ma rketing: An Introductory Aaalysis . New 

"York: McGraw-Hill BooF Company , 1964, cli. 10. 

7. Pessender, Edgar A. New Product Decisions: An Analytical Approach . 

New York: McGraw-Hill Book Company, 1965. 

8. Ratlimell, John M. Man aging tlie Marketing Functions . New York: John 

Wiley and Sons , Inc. , 1968. 

9. Seymour, Robert G. '^How the Small Plant Can Analyze Old and New 

Markets.^^ Mana gement A ids for Small Busi ness , Annual No. 1, 
1958, pp. 5Z - 59. 



RESOURCES REQUIRED 

1. Case PR0D2-1, ^TVhat Can Be Done?" 



METHODOLOGY 

1. Hand out tlie Readings. 

2. Read the Purpose and Introduction. 



PURPOSE 

The purpose o£ tliis lesson is to discuss some o£ the factors 
you should investigate before investing your time and money in a 
production business . 

INTRODUCTION 

Many people have started production businesses because: they 
thought people would like to buy tlieir product; they thou^it tliey 
would like to sell a certain type of product; tliey felt that 
their business would help preserw an old art or craft. Many 
people have failed in production business because: people didn't 
buy enou^ of their product; people didn^t need the product 
they were selling; the. money coming in from sales could not 
mset the costs of production, pay back loans, and at the same 
time give the businessman a reasonable return on his inA/estment . 
Before going into a production business, therefore, you should 
carefully investigate your chances for success. 
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3. Discuss and clarify Purpose and Introduction. 



OBJECTIVE: IHE STUDENT WILL BE ABLE TO DISCUSS THE FACTORS THAT SHOULD 
BE INVESTIGATED WEN DECIDING Wl-IAT PRODUCT TO PRODUCE. 



Stimulus 



Ask if in playing the Production Game a choice of products: would 
have solved the problems faced. 



Clarify Problem 

5. Ask the students to list on the flip chart the factors they would 
have to consider when deciding which product to make. 



Provide Information 



6. Read Section 1 of the Readings. 



CONTENT 




Deciding on a Product 

"A good idea is not necessarily a profitable idea.'' 

Every year hundreds of new products are produced and 
put on the market. Very few of these new products survive. 
Many of them are removed because people aren't buying them; 
others because they are replaced by newer and better pro- 
ducts; and still others because costs of production have 
become too high. These products represent plans that don't 
prove fer^s-ib-le^ 

Each year many new businesses are set up to produce 
products already being offered on the market. These range 
from bakeries, sawmills, and handicraft shops to the most 
complex operations. Many of these new businesses fail soon 
after opening because of the failure to sell their products 
at a price which will cover all expenses and costs, and 
provide the required return on investment. Otliers fail be- 
cause of problems which arise when they don't check legal 
aspects such as patents on the design and/or the process of 
the product. Still others fail because they are unable to 
sell 'dieir product in enough volunie to provide revenues " 
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which will cover expenses and costs, and provide a reasonable 
return on investment. 

What does this mean to you as potential business man- 
agers? Before investing too much time, money, and hope on 
a production operation you must investigate the situation 
very carefully to see if it really has a chance of succeed- 
ing, 'Some of the areas that should be investigated are: 



a. 
b. 
c. 
d. 
e, 
f. 

g- 
h. 

i. 



Facilities and organizationa]. requirements 

Sales potential 

Costs 

Sales promotion and growth 
Money requirements 
Labour requirements 
Supply sources 
Transportation 
Acceptance by community 
Legal requirements, 



Only after carefully investigating the above areas can 
you commit yourself to the production operation with some 
confidence. This is not saying you will fail if you don't 
investigate all of these areas, but that by basing your de- 
cision upon the results of careful study, you will increase 
your cliances of success. 



7. Ask stiidents if they know of any **good ideas*' which liave turned 

. out to) be non-profitable as far as a production business is con- 
ce^med. Discuss and try to find out what factors lead to the 
failure of these products. 

8. Read Section 2 of the Readings. 
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Facilities and Organizational Requirements 

A new business venture won't immediately function effi- 
ciently. The employees must first become familiar with: 

a. the work habits and patterns of the owner-manager and 
fellow employees 

b. the machines and work methods being used 

c. the layout of the plant and/or the surroundings. 

It takes time to first decide on the organization and 
facilities that are appropriate for your operation, and 
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then smootli away any difficulties. 



9. Discuss Section 2, Below are two possible questions for discussion 

a a. ^TVould tlie fact that you have played the Production Gam en- 
able you to quickly organize and set up work jnethods in the 
future?" 

b. ■ "If you start a production plant or if you start to work in 
one, would you expect that your work at first would be as 
fast as that of somebody already working there?" ^HVhy or 
why not?" 

10. Read Sections 3 to 11 of the Readings; discuss each section 
thorougjily . 



1 ' • ■ ■ ■ ■ 

3. Sales Potential 

a. How much of your product will customers buy? 

b. Will customers buy in large volumes periodically or in 
small amomts frequently? 

c. What time of year can you expect the largest sales? 

d. Will there be customers for a long period of tinB?' 

Answers to these questions can be obtained from market 
studies, ;^4aich will give you information on the use of the 
product, tlie likelihood of a market existing for a long or 
short period of time, the likelihood of an expanding mar- 
ket, and the type of conpetition you can expect to meet. 

Sales estimates should be prepared in order to deter- 
miae the total revenue you can expect from changing cir- 
cumstances in the market, such as con5)etition, price 
clianges, and seasonal sales. 



4. Costs 



a. How mucli will it cost to make 100 units, 1,000 units, 
etc.? 

b. How many raw materials are needed and how much will 
tliey cost to obtain? 
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c. Wliat types o£ machines will be needed and how nnacli will 
tfiey cost? 

d. How raucli labour is needed and what will it cost you for 
wages? 

e. How inuch will it cost to obtain expert advise? 

f. I£ you obtain loans, how much will it cost? 

How much are your maintenance expenses and costs likely 
to be? 

These are just a few of the questions you must answer 
regarding tlie costs you are likely to meet. You can estimate 
sales figures, determine whether you are likely to make or 
lose money on your operation. 



Sa les Promotion and Growth 

Before starting any production operation, these ques- 
tions should be considered: 

a. How much promotion is going to be needed in order to 
increase your sales volume? 

b. Who can you approach in order to gain more customers 
and greater sales volune? 

c. What are the likely areas into which you can expand your 
sales? 

d. Are you going to have to use more distributors to in- 
' crease your sales voluiie? 

e. If you increase sales volume will you be able to meet 
the increased demand? 

f. What costs are ^likely to be added if sales volume is 
increased? 

g* Hbw much Mditional revenue can you expect from in- 
creased sales volime? 

h. Are you going to have to give discount prices in order 
to increase sales? How will these discounts affect 
your profits? 
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No business can afford to stand still, that is, not in- 
crease its sales. Costs of the business increase every year 
and in order to meet these costs you must increase your sales 
voluiiB. When planning your production operation you must 
critically examine the potential for increased sales volume. 

6 . Money Requiren^nts 

a. How mucli money do you require to start the business? 

b. How much moiey will you need to carry the business over 
tlie initial period where revenues are unlikely .to meet 
eiq)enses and costs? 

c. How mucla money are you personally going to need to live 
until you can get a reasonable return from the operation? 

d. Miere will you get the needed money from? 

Money is an important factor in the success of a busi- 
ness. You must examine your money needs for starting and 
operating the business. You shotjld write down your needs 
and then determine from v/here you can -obtain funds. Remem- 
ber your business will not initially bring in enough money 
to pay your bills, etc., so you must obtain sufficient funds 
not only to acquire the start-up materials but also to al- 
low you to ope rate until sales bring in enou^i revenues to 
cover the expenses, costs and required return. Even after 
. revenues cover expenses, costs and required return, you migjat 
need still more funds for expansion, buying new equipment, 
etc., so you must consider from where you can get these funds. 



7 . Labour Requirements 

a. Ffow many eiiployees do you need? 

b. How skilled must your enployees be? 

c. Can you hire skilled employees from around your area? 

d. Will you have to train your employees? 

e. How much will you have to pay eirployees? 

Labour is an inpoirtant part of your production oper- 
ation. Whether you hire one person or fifty, you will need 
to answer the above questions to see what your chances for 
success are. 
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8.« Supply Sources 

a. From Waom are you going to buy your raw materials? 

b. Is tliere a large enou^i supply o£ raw materials to 
allow you to operate for a long period o£ time? 

c. Can you obtain raw materials and other material re- 
quiremnts when you need them, and in the quantities 
and the quality required? 

d. Are there other sources of supply you could use if 
needed? 

A production operation cannot produce if it has no raw 
materials with which to work. It is your responsibility to 
ensure that your business will have the necessary raw ma- 
terials in tlie amounts and quality required. Your study 
should show where you can obtain the raw materials now and 
in the future. 



9. Transportation 

a. Do you have to bring in raw materials from a distance? 

b. How are you going to bring in tliese raw materials? 

c. Will you need to ship out finished products? 

d. Who is responsible for the transportation costs? 

e. Are you going to need special containers for shipping 
or special forms of transportation? 

f. How much will your transportation costs be? 

Transportation is an iiiportant factor, particularly if 
your production plant is not located near a centre served by 
many means of transportation. You must study this factor ' 
carefully becaiase a product can be sold only once it has 
reached the market. 



10 . Acceptance by Community 

a- Will the residents like you locating your plant in their 
community? 
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b. Are you going to increase enployment by offering jobs 
to the community or are you bringing in people from 
tlie outside? 

c. Will wastes from your plaiit create problems for tlie 
community? 

d. Will tlie people help your business? 

e. Are tlie people in the community customers for your 
product? 

A community can help or hinder a production operation. 
If people don't want you to locate your plant in their 
area, they can do m;my things to harass you and your enployees. 
Check to see what tlie people think of your idea before lo- 
cating in a-commoiity. 



11, Legal Requirements 

a. What business licences do you need? 

b. Is the product patented? 

c. What government standards must your plant and product 
meet? 

d. Wliat labour requirements must you meet? 

Businesses must meet the requirements of both federal 
and provincial legislation. Businesses must also fulfill 
certain requirements of municipal by-laws. Check the legal 
requiren^nts covering your planned operation and see if you 
can meet tliese requirements . 



Indicator 

11. Hand out Case PR0D2-1, *7Jhat Can Be Done?*' 

12. Read the case and discuss the questions at the end. - 

13. Have students reach consensus as to what type of business to re- 
commend to the people of Pine Bluff and give satisfactory rea- 
sons for their decision, 

14. Read Section 12 of tlie Readings as a summary. 
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12 , Summary 

Dscidiag to go into a production operation is not just 
a matter o£ deciding '^let's produce that product; it sounds 
like a good idea/^ Before you go into a production oper- 
ation you should attenpt to collect information on the ten 
areas just discussed: 



a. 


Facilities aad orgiinizational requirements 




Sales potential 


c* 


Costs 


d. 


Sales promotion and giowtli 


e. 


Money requirements 


f. 


Labour requirements 




Supply sources 


h. 


Transportation" costs and needs 


i • 


Commmity acceptance 




legal requirements . 



By having infonnation on tiiest areas you will be able to see 
if in fact your idea will turn out to be profitable or if 
you are going to lose money and the money of others. The 
decision to go into a production operation, be it only a 
one-man operation or an operation involving many people should 
be carefully studied. 
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SUBJECT PRODUCTION iMANAGMENT 



LESSON PR0D2 WHAT PRODUCT SHOULD YOU PRODUCE? 



CASE PR0D2 - 1 
WAT CAN BE DONE? 



The community o£ Pine Bluff had .a lot of unemployed men. Although 
a few fellows worked for government departments, most of the men just 
did odd jobs (^fire fighting, wood cutting) at different tiraes in the year. 

Because Pine Bluff was in a northern area the men in the commimity 
were familiar with the out-doors. Fishing and hunting came naturally 
and many of them were skilled guides* During the summer months, .when 
tourists travelled north, some of the Pine Bluff men acted as guides. 
During the winter it was possible for them to earn a little income by 
trapping. 

Without steady work money was scarce.. The government sent a lot of 
money in each month but even that didn't help much. Besides many of the 
people didn't like getting paid for doing nothing. Without steady in- 
come many needs of the families couldn't be looked after very well. It 
was hard to get good food, clothing, and housing. While many of the 
families in the community were moving away in search of steady work, 
others decided to stay and hope for better times. 

Jack McLeod was one of those who had decided to stay in Pine Bluff. 
Jack hoped for better times like the others, but he also decided that he 
could perhaps do more than just hope. Jack decided to find out if there 
were any opportunities to start some typ^ of business. 

All his working life Jack had worked at fishing and logging. Al- 
though he didn't have much formal education (quitting in grade four or 
five), he had learned a lot from the jobs at which he had worked. Jack 
had many ideas for biisinesses which he would like to establish, but he 
« knew money was needed to start any business. He wanted tg involve as 
many people as possible in any business he set. up in this way he hoped 
to create some steady jobs for the people of the community. 
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Jack decided to liave a meeting with the people to see i£ they liad 
any ideas. He knew tliat by involving the otlier people he would receive 
more help from tliem if he did start a business. 

Below are the minutes of tliat meeting as written up by Jack's wife, 

Mary. 

/Meeting was held in the school liall on tlie evening 
of Tuesday, May 1, 1971. 

.Tliere were about 75 people present at this meeting. 

Tlie meeting was called by Jack McLeod in order to 
discuss possible businesses the people would like 
to see started in this community of Pine Bluff. 

IVlien asked what businesses they would like to see 
started, many people said tliey didn't see how 
it mattered if they wanted to start a business or 
not, because no one at the meeting had enough 
money to start one anyway. 

Pierre Brule replied to these people by saying 
that maybe if they, the people,. decided to 
look into starting some type of business, they 
might be able to get some financial help from, 
the government. He liad heard that the people in 
Stoney Plains had started a store that way. And 
he was sure that other places had also done this. 
He said that without trying they sure weren't 
going to get ahead. 

Jack Running then got up and said that he had 
worked on a large farm in the south, and he was 
sure that if they started a farm outside of town 
it would employ a lot of people. 

Pierre Brule said that he had heard that the 
• new mill opening in the south was going to need 
logs, so why didn't they, the people of Pine 
Bluff, start a business to cut and haul trees. 
There was good timber all through this area so 
they should make this resource pay. Pierre al- 
so said that since many of the men of the com- 
munity had logging experience they wouldn't 
have to learn something new.. 

Pierre's idea was considered a good one. Many 
of the people wanted to start plans to see about 
log cutting right away. It was decided that 
Pierre should check some more, and see what had 
to be done if a log cutting operation was set up 
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Jack McLeod suggested that as they already had one 
good idea there might be others. 

Everyone started talking at once, and it was hard 
to be sure who the ideas came from. Below are 
some of the ideas presented: 



- Small grocery store 

- Outfitting camp 

- Bakery shop 

- Clothes shop 

- Hardware store 

- Garage 

- ' Motor repair shop 

- Construction business 



- Handicraft store 

- Making handicrafts 

- Buying some buses to 

rent to school 

- Fish packing plant 

- Sawmill 

- Making leather goods 

- Canoe manufacturing 



After listing all these items on a sheet of paper 
it was decided to see which ones would be the 
most practical. 

After much discussion it was decided to investi- 
gate the follovang possible businesses: 

Canoe manufacturing 
Making handicrafts 

Two committees were set up to look into these • 
businesses « The committees were to report back 
to the people within two weeks . 



The committees were as follows: 

Canoe manufacturing 
Jack McLeod 
Mary McLeod 
Jack Quick 
Marty Stevens 

Making handicrafts 
John Murray 
, Manny Robbins 
Don Martins 
Sonny ^ Robbins 

The meeting was adjourned. 

Another meeting was to be held two weeks later 
in the same place. 
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Questions ' discussion 

1. What are the things the committees should investigate about the 
businesses they are looking at? 

2 . Where can information be found? 

3. Should the people of Pine Bluff go ahead and try to start a busi- 
ness? Wliy or why not? 
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SUBJECT 



PRODUCTION MANAGEMENT 



LESSON PR0D3 PLANT LOCATION 



INSTRUCTOR'S GUIDE 



OVERVIEW , , 

Location o£ the plant is vital to the success o£ a small manufacturing 
company. Sometimes a business that might otheivise be only marginal 
makes a good profit' because of an excellent location. On the other hand, 
a poor location can often drag down a good business; it can affect sales 
adversely and help decrease the company 's. profit by adding to its costs. 

An owner-manager must reassess his situation regularly to determine 
if his present site is an advantage or a disadvantage. Even a location 
that suited his needs three (3) years ago might not be a prudenc one 
today. 

Several factors must be considered when locating or relocating a 
small plant. Among them are the company's market, the available labour 
force, transportation, raw materials, and available buildings and/ or 
building sites. , 



OBJECTIVE 

For a given situation, the student will list those factors which 
should be examined when, deciding where to locate the physical facili'ties 
of a production operation. 



REFERENCE MATERIAL FOR THE INSTRUCTOR 

1. Archer, Maurice. An Introduction to Canadian Business . Toronto: 
McGraw-Hill Con^any of Canada Ltd., 1967,, ch. 3.4. 
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2. Broom, Ilalsey N/'Iiiid Longenecker, Justin G., Small Business Manage - 
ment ■ 3rd ed.. Cincimati, Ohio: South-Western Publishing 
. Company, 1971," ch. lO; ' 

5. Buff a, Elwood S. Modern Production Management , 2nd ed. Ne\v York: 
John Wiley and Sons, Inc., 1969, ch. 10, 

4. Dickson, Pranklyn J. Successful Mana.gement of the Small and Medium 

Sized Business . Pngle^vood Cliffs, N.J. : Prentice-Hall , Inc., 
1971. ^ 

5. Fulton, Maurice. ''New Factors in Plant Location.*' Harvard Business 

Review. May-Jiime 1971, pp. 4 - 17. 

6. Garrett, Leonard J. and Silver, Milton. Production Management 

Analysis . New York: Harcourt, Brace and World, Inc., 1966, 
ch. 13. 

7. Hastings, Paul G. Introduction to Btisiness . Toronto: McGraw-Hill 

Company of Canada Ltd., 1968, ch. 7. 

8. Kelley, Pearce C. et al. Mow to Organize and Operate a Small 

]3iLsiness . 4th ed. Englewood Cliffs, N.J.: Prentice-Hall, 
Inc. , 1968, ch. 13, 

9. Lasser, Jacob K. How to Run a Small Business . 5rd ed. New York: 

McGraw-Hill Book Co- Inc, 1963, ch. 18. 

10. Musselman, Vernon A. and Hughes, Eugene H. In troduction to Modern 

Business: Analysis and Interpretatio n. 5th ed. Scarborough, 
Ontario: Prentice-Hall of Canaaa Ltd., 1969, pp. 378 - 385. 

11. Ontario. Department of Education. Starting and Operating a 

Business . Queen's Publisher, Ontario, August 1971 Session 4. 

12. Reifler, Ronald M. ^Tlant Location Factors for Small Industry. 

Management Aids for Small Manufacturers , Annual No. 7, 1961, 
. pp, 37 - 44. 

13. Steinmetz, Lawence L. et al. Managing the Small Business . 

Georgetown, Ontario: Irwin-Dorsey Ltd., 1968, ch. 17. 

14. Yassen, Leonard C. ."Plant Location." Handbook of Business 

Administration . New York: McGraw-Hill Book Company Ltd, , 
1970, ch. 2. 



RESOURCES REQUIRED 

1. Case PR0D3, "Where Shall We Locate?" 
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^EmODOLOGY 

1. Hand out Readings. 

2. Read Purpose and Introduction. 



' PURl^OSE 

In this lesson you vv\ill examine some o£ the tilings to con- 
•sider when deciding where to locate your plant. 

INTRODUC TION 

In the Marketing lessons you read about the many things to 
consider in choosing a location for a retail store. There are 
also many things to exaiuine in deciding where to locate a pro- 
duction plant. 

IVhereas a good location may mean business success, a poor 
location may mean business failure. 



3. Discuss and clarify Purpose and Introduction. 



OBJEaiVE: FOR A GIVEN SITUATION, Tl-IE STUDENT WILL LIST TIIOSE FACTORS 
IVHICH SHOULD BE EXAMINED IVHEN DECIDING IVHERE TO LOCATE THE 
PHYSICAL FACILITIES OF A PRODUCTION OPERATION. 



Stimulus 

4. . Hand out Case PR0D3 and read. 

5. Discuss questions at the end of the case. List student *s answers 
on the flip chart. 

Clarify Problem 

6. Ask why plant location is important. 

7. Ask what things should be considered in locating a plant. List 
answers on the flip chart. 
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Provide Information 

2. Read Section 1. parts a and b, o£ the* Readings. 



CONTENT . 

1. Choice of Plant Location: Things to Consider 

You should not make a snap or emotional judgment about 
where you v.'ant to locate your production plant. 

Below is a list of things you should take into account 
when deciding on a plant location. These things are listed 
as questions you should ask yourself. As you read through 
. the list, think of how important the question might be to 
your decision on where to locate your production plant. 
Not all these things are important to all production plants. 
Select the ones most important to your type of production 
operation. 

a. Market Factors 



ERLC 



(1) How big is the market? (Now and in the future?) 
This IS important tor any type of business. You 
should choose a location v^ere you will have enough 
sales to make a profit. Maybe one town, or com- 
munity, has a better market potential than another. 
Maybe sales will be better in one place than in an- 
other. (You will learn how to estimate your sales 
later in this course.) 

(2) He./ much competition will you have ? 

This is important for any type of business. The 
more competition you have the harder it will be for 
you to sell your products or services. Usually you 
should locate v/here the competition isn^t too strong. 
Sometimes you may want to locate near your compet- 
ition because that is the place wnere the customers 
go to shop. 

b.. Geographic Factors - these refer to the point on the map 
where your plant will be located. 

(1) How near are the raw materials? 

It is important to locate near raw materials if 
they are perishable (for example, a fish-filleting 
plant should be near the lake where the fish are 
caught), or if they are heavy (for example, j pulp 
mill should be located near th.f> timber site because 
logs are heavy and expensive to transport) . 
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(2) How near are the customers ? 

The closer a business is to its customers, the bet- 
ter it is able to seive them. I£ you locate near 
your customers,' transportation costs should be less. 

(3) Is .there easy access to rail^ truck, .Wa-rar, or air 
transportation? 

It is ijTiportant to have cheap and rapid ways o£ 
transporting the product from your plant to the 
market. 

(4) Is there a good supply of cheap power, fuel, and/or 
water at this~ location ? 

If you need these services in your production pro- 
cess, it is important to choose a location where 
their cost will be low. 

(5) What is the climate like ? 

Some production processes need a warm or moist cli- 
mate, others need cold or dry climate. You don't 
want your production process shut down because of 
climate or iveather conditions . 

(63 Are there ajiy special government grants, tax relief , 
or other incentives to locate in this area? 
This might be important in helping the business make 
a profit. 



9. Discuss each of the six points listed. Add other points as they 
are put forward. Check the list made in point 7 of this guide to 
see if students included the points in their list. 

10. Read Section 1, part c, of the Readings. 
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c. Community Factors - these refer to things about the com- 



munity that will affect the operations of your plant. 

(13 Is there an adequate supply of the kinds of pro - 
duction workers you will need? 

Many plants locate near a good labour supply. For 
exari^le. La Ronge Handicrafts is located in La Ronge, 
Saskatchewan because that is the area where its 
skilled handicraft workers are located. 

(23 What are the attitudes of the local people towards 
you or your type ot business? 

This is a very important consideration. For ex- 
ample, if your production plant gives off a lot of 
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smell or pollution, the local people may be hostile 
towards it being located in their community. You 
should try to pick a plant location where you and 
your plant will be welcomed by the people o£ the 
community. 

' (3) What incentives does the community offer? 

Often the local community will provide free road 
access, sewage, and water facilities if you locate 
your plant in their town or area. 

(4 ) What are land and building costs in this communi ty ?^ 
If they are too high you may not be able to afford 
to locate in this community. 

Can you list any other questions that should be answered 
before a plant location is chosen? 



11. Discuss each of the four points listed. Add other points if 

they are put forward. Check the list made in point 7 of this guide 
to see if students included the points in their list. 

12. Read Section 2 of the Readings. 



2. Summary 



Since you must consider maixy factors, how can you decide 
where to locate a production business? 

All We can answer here is that you have to use your judg- 
ment. You should weigh the advantages and disadvantages of 
each location by asking yourself the kinds of questions listed 
above. Only after you have investigated all the important 
factors should you make your final decision. Avoid making a 
snap or emotional decision - if you do^ your business may fail 



Indicatoi 

; 13. Review questions at the end of the case and discuss. 
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SUBJECT PRODUCTION MANAGEMENT 

LESSON PR0D3 PLAOT LOCATION 



CASE PRODS - 1 
WHERE SHALL WE LOCATE? 
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The people of Pine Bluff wanted to start a business vhich would 
otter steady employirent to people in the community. They had held a 
meeting to look at their situation and to discuss if there were any 
businesses which they might be able to start. After listing a number 
ot business possibilities they had chosen two to investigate further 
They had set up two committees to investigate the possibilities of 
malcing and selling canoes and making and selling handicrafts.. 

_ When these committees reported back to the people with the 
information' they had found, the people had decided they would go into 
the business of making and selling handicrafts. The major reasons for 
this decision were: 

1. Many people were already skilled in making and selling handicrafts 
I. There were many tourists coming through the area on their way to 

hunting and fishing camps. 
3. pe money required to start this type of operation was less thar^ 

for other types of business. 

Some of the reasons for not going into canoe building were: 

1. Lack of skilled people to make the canoes and train others in how 
to make canoes. 

2. The equipment required for such an operation would cost a lot of 
money. 

3. There were many large commercial finns selling canoes at a price 
lower than that at which the people of Pine Bluff could produce 
them. ^ 

4. Materials would not be easy to obtain. 



649 



4 



PR0B3 



5. Facilities for traaasporting the finished product to the main 
market areas could prove expensive. 

Not all the people agreed that making and selling handicrafts was 
the best business to go into. However, they thought that the discussions 
at the meeting had been good, and that they might be able to set up other 
businesses now that they had seen so many possibilities. 

At this point Peter May suggested that those interested in working 
with handicrafts should get together to make their plans . The 20 or .so 
persons interested in handicrafts met at the back of the school hall. 
Their first question was how they were going to organize. Jack McLebd 
said that he knew of at least three they could organize the 

business: ^hey could set up a co-operative, set up a partnership, or 
one person in the group could set up a single-owner business. In all 
cases they would need one person to be the main boss in order to see 
that all the jobs got done. Because Jack had come up with the idea 
that the people should get together to see if they could make jobs for 
themselves, they thought he should be the main boss for now. 

Jack agreed to get things going. He said that the question of how 
to organize could be answered after they found out some an3;;o/s to some 
important questions. They should all think about how to organize the 
business because they would need a definite plan vAien it came time to 
ask for loans and grants. 

Right now he thought they should decide on \Aat items they were 
going to make and how and when they were going to make them. 





Some of the items they decided to make "were: 


1- 


head bands 


2. 


crests 


3. 


lapel pins 


4. 


moccasins . 


5. 


mukluks 


6. 


jackets 


7. 


mitts 




Most of these items were already being made on a small scale by 



individuals for gifts and to earn a bit of extra money. Previously 
there had been no plan as to what items to make or when to make them. 
Each individual had bou^t only the raw materials he needed; there had 
been no volume buying to get a lower price. The rav materials needed 
were beads y thread, duffel cloth and hides. 

They had had difficulty in selling moccasins and mukluks because 
they didn't make unifomi sizes. Previously, in order to get the correct 
size for the buyer, the person vAio made the article had to use an out- 
line of the buyer's foot. If the Pine Bluff people wanted to sell these 
items on a commercial basis, they would have to find some way to make 
the footwear meet size standards. 
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Another question which would have to be answered was where the 
business ivas to be located. They would need a building large enough in 
which to store their materials, do work, store inventories of finished 
products, and put displays to show what they had to sell. 

Jack said that he has been talking with different people and had 
heard of three buildings that might meet their needs. 

One of the buildings belonged to Mike Barnes, the General Store 
owner. This building, located on the edge of town a distance off the 
main street, didn^t have any power and was heated by a coal furnace. 
It had not been used for a number of years and was pretty run down; 
the doors were broken and all the windows smashed. Mike said that this 
building could be rented for about $150.00 a month but he would want 
the renter to agree to rent it for at least two years if he was going 
to repair the damage and make some improvements on it. This building 
was fairly large having two floors and a basement. Raw materials and 
finished products could be stored upstairs or in the basement. Or 
either the basement or top floor could be used to work in. The main 
floor could be used as a display and selling area. 

The second building was owned by a man who had moved south when he 
sold his general store to Mike Barnes. This building had only the main 
floor and a large basement. It ivas located on the main street of . the 
community and had power hooked up to it. The owner was willing to sell 
this building for about $500.00. (Jack had found this out because 
Marcel Dupont had once thought about getting it for a cafe.j The 
heating system was a fuel oil furnace, and there was a 200-gallon fuel 
oil tank at the back of the building. 

The third building was located on the southern edge of town. This 
was a large one-story building set a distance from the highway. It had 
its own power unit and was heated by a fuel furnace. The floor space 
was large and could be partitioned off to be used for storage, work, 
selling and display areas. This building could be bought from Bill Dans, 
a retired outfitter, for about $7,500.00, or could be rented for $195.00 
a month if they leased it for a year at a time. Utilities would not be 
paid by the owner. 

Another possibility was to put up a building themselves. There was 
an empty lot on the main street. This lot could be bought for about 
$800.00. The materials for building would be about $500.00. They would 
have to buy a furnace and put in a heating systeip on top of this. 
Layout would not be too much, because some of the raen in the community 
would do the work for minimam wages. The building completed would cost 
about $9,000.00. They would have a new building \'?i ich was suited to 
their needs for this amount. 
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Jack suggested that the people think about the questions he had 
asked. He would talk with them individually or in small groups during 
the next" few days to see what they thought should be done. They would 
have to decide as soon as possible how to organize their business and 
where to locate it . 



Questions for Discussion 

1. \Vhat type of organization do you recommend the handicraft people 
of Pine Bluff set up? l\Tiy? 

2. In \>^ich location ^should they set up the business? Wiy? 

3. Are there other questions that should be answered before deciding 
which business location is the best for their purpose::.? 
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M/\NAGBI1?JT PROCIiSS 

TOE PLANNING FUNCTION REVIElV^D: FIRST PROJECT 



INSTRUCTOR'S GUIDE' 



' OVERVIEW 

Hiis lesson is different, from previous lessons in tJie following 

ways: 

1. Ihe student's Readings are guidelines for iSTdertaking a short- 
term business project. 

2. More tiine will be involved, 

3. The' instructor will not be as directly involved. 

The Small Business Management course attempts to involve the stu- 
dent in a learning experience by having the student participate as much 
as possible. f 

The lessons of tlie course are written so tiiat students can acquire 
knowledge througii a group process in whicli students help eadi other 
learn by asking questions and providing examples and illustrations from 
tiieir personal experiences. In addition, students can draw heavily on 
tlie instructor's knov/ ledge and experience. — - 

Students need to.be involved in tiie actual doing to. learn effec- 
tively and to make learning relevant. Tliere is a need for on-the-job 
training as well as learning througii business projects operated by tl:ie 
students . 

The object of tiiis lesson is to have students work on a short- 
term business venture. Tliis will be done during tJie course hours as 
well as on tlie student ^s own time. Tlie type of project will depend en- 
tirely on the student ^s imagination. Tlie time spent will depend on tl:ie 
project as well as the instructor. 
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Past experience suggests that tliese projects are invaluable. Tliey 
give the student a chance to use, digest and evaluate business concepts 
and tecliniques. 

It is difficult to specify in detail how to run this lesson, the 
following instructions are of a general nature. The instructor will 
have to be flexible in adjusting to this new situation. A description 
of the recoinmended scope of this first project, as well as a summary 
of tlie project experiences of a previous Small Business Management 
student group, is appended to this section. 

In general students should plan, organize and carry out their 
cliosen business project witliout help. HoweA/er, for tlieir first pro- 
ject, some assistance may have to be given. 

The empliasis of this project is on planning. Hie students should 
see the need for detailed planning of the business project, before they 
carry out the project. 

The following guidelines may be used in conducting tJie project: 

1, The first project comes early in the course before tlie students 
have been exposed to much of the material. It serves as a review 
of lessons already taken, and it gives students some related busi- 
ness experience on a small scale. The evaluation of the project 
should point out tlie students' need for added business knowledge, 
and should increase their ability to relate to additional subject 
matter when it is dealt with in the course. 

2. The project should be fairly short, covering no more than a week 
or two. Lessons will be conducted during tliis time. The students 
will require tiine for planning and making arrangements for tlie 
projects; this can be done during class time as well as on the 
students' own time. 

Following tliis lesson, you can immediately start the next lesson. 
You should then allow some class time to be used for planning or working 
on some aspects of the projects. 

The students should be told ahead of time whenever they will haA/e 
a'\ hour or more to do some planning or other work. This will help them 
make better use of the class time. 

The actual carrying out of tiie project should not take longer than 
a couple of days or parts of days. The real work is ta the planning, 
which cannot be done on. a continuous basis. It is usually convenient 
to continue with the lessons while the students get ready to carry out. 
tlie project. • 

Z. Encourage the students to cover as many areas of business manage- 
ment as possible in the planning of their project: finance, • 
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accouating, bookkeeping, maiiceting, production, personnel, business 
organization, etc. " 

4. It is suggested that you occasionally hold progress meetings. 
Students will sometimes become discouraged. A meeting discussing 
the progress o£ other groups may help. 

5. You should have a positive, entliusiastic and encouraging attitude. 
It is possible for students to see so many barriers that they give 
up trying. If tliis happens, the project will not acconplish its 
objective. Tlie students must realize that going into business 
presents problems which must be solved. Hie project presents in 
miniature many of the problems tliat the students will encounter 
when they go into business . . ^ 

6. - In some cases, the students will require permission or other 

clearances to go ahead with a project. Wlien tlie cd-ope' ration of 
administrative authorities is required, it is best if the students . 
woric their own clearances; however, you can help by previously 
making sure of administrative co-operation. 

7. You may act as a consultant a.id as a source of encouragement, but 
the proje_ct should be the students' responsibility an opportun- 
ity for tliem to demonstrate their initiative, drive and problem- 
soliang skills. 

8. Provide the students with a time limit so that all the students . 
complete the project at about the same time. 

9. The appendix at tlie end of the lesson discusses a project con- 
ducted by a group of Small Business Management students. Con- 
siderable time was allowed for this project. . It is suggested that 
less time be given to the first project. 



O BJECTIVE 

The students will plan, organize and carry out a short-term busi- 
ness venture. 



RESOURCES REQUIRED 

1. These will vary with tlie nature of the projects undertaken. 
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METHODOLOGY 

1. Hand out the Guidelines; read and discuss the Purpose and Intro- 
duction . 



PURPOSE 

In this lesson you will apply some o£ the Icnowledge you have 
acquired to date in the course to planning cUid carrying out a 
business project. 



INTRODUCTION 

While taking the Small Business Manageinent course, you can- 
not obtain the e3q)erience o£ actually running your own business. 
In order to illustrate soine o£ the problems of running a business 
as well as to clarify the course material you have taken, you 
will plan, organize, and carry out a business project. 

The business project is the operation of a small business • 
for a short period, partly in class tims and partly in your own 
time. 

Ihe project should help you in the following ways: 

1. You will have an opportunity to see what it is like to run a 
business. 

2. You will be able to use some of the tilings you have learned 
so far in the course. 

3. After conpleting your business project, you will be able to 
evaluate how well you have done and you will be able to 
judge how useful different lessons were to you. 



OBJECTIVE: THE STUDENTS WILL PLAN, ORGANIZE Ai^ID CARRY OUl^ A SHORT- 
TERM BUSINESS VENTURE. 



StimulJjs 



Ask the students to name some advantages of eijq^erience in planning 
and organizing a business. 
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Clarify Problem 



3, liiscuss t±ie advantages named by the students. Tliey should realize 
that planning can become easier as tliey gain experience. The 
projects will be a review o£ course content already taken and will 
. help niake new material nK)re relevant. 



Provide Information 

4. Read Sections 1 to 3, stopping after each section to discuss and 
clarify the tasks expected of the students. It is impossible to 
foresee all aspects of a project. The instructor will need much 
imagination and flexibility in adapting to the various situations. 



CONTENT 

1. Steps to Be Followed m Carrying Out the Project 

a. Divide into groups of 2 to 10 depending , on tlie project 
undertaken, • 

b. In each small group, decide on the type of project to 
be undertaken, 

c. When everyone has decided on the project, have someone 
from each project groi-p present the project to the rest 
of the class and discuss with the class. 

d. In the small groijp carrying out the project, plan in 
detail what you want to do, how it will be done, who 
will do what and when it will be done. 

e. The eirphasis is on the planning of the project. How- 
ever, the project must be carried, out in order to see 
how well the plans were made, 

f. Qice the project has been cojipleted, each groip will 
evaluate the success of the project and the learning 
and experience it provided, Remeni>er a project which 

is a failure financially may be a great success in terms 
of learning and e^erience. 



Types of Projects 

The project should be quite short, from a few days to 
periiaps a week. Each group of students must decide on the 
project it wishes to carry out. One picject may be chosen 
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for tlie whole class or the class may dioose to have a num- 
ber of projects with varying nunfcers of students in each 
group. Remeirber that the more people in the project, the 
more difficult it is to manage and the less each person tends 
to be involved. On the other hand, tlie more people in tlie 
project, the more help and ideas are available. 

Hie following are a few ideas for projects. Some may 
involve more time tlian you can spend on the project, so 
they may be retained for a later vTOject: 

a- Sale of sandwiches, hot dogs, hai±)urgers, driaks, cof- 
fee, etc., to students and staff during noon lunches 
at scliool. 

b. A small lunch bar as above but at a local fair, festi- 
val, pow wow, etc. 

c. Sale of handicraft products made by people in your com- 
munities on a house-to-house basis, at a fair, in the 
scliool, etc. 

d. Production and sale of authentic native Christmas' cards 
or other products , ' 

e. Sale of a service to the community: schoo]., church, 
businesses or public. 

As long as you plan and cariy out a business activity 
which involves the production or sale of a product or ser- 
vice, you may use any other idea that you wish. 



Learning Experience 

The purpose of the project is to learn by doing. The 
first objective of the project is not to make money, althou^ 
this is certainly to be considered. If money can be made, 
so much the better. It must be remenbered that althou^ a 
loss of money is less interesting, it may still be a useful 
learning experience. 

For the project to be a learning experience, keep the 
following points in mind and follow as many of them as pos- 
sible. 

,a. Plan the organization of your group, a partnership, 
limited coiT5)any or co-operative, without actually be- 
coming involved in the legal aspects. 



658 



MPS- 



b. Plan all aspects of marketirig your product or service: 

(2) Wliat purcliases have to be made, when, in what 
quantities and qualities, etc.? 

(2) Wliat selling teclinique will you use; door to 
door, retail sales, middleman? 

(3) Vfliat are your prices going to be? How do you set 
tliem? 

(4) IVhat inventories are required? Wliat inventory 
control must you use to avoid loss or spoilage? 

(5) What analysis o£ consumer needs is necessary? 

(6) How will you obtain good public relations, promote 
and advertise your product or service so that the 
public knows about your 'business' and are favour- . 
ably inclined to purcliase? 

c. Plan whicli group menter will do each job. Who will act 
as manager, accountant and bookkeeper, salesman, sales 
manager? Who will be responsible for inventory control 
and quality control? Remember, each person may have 
more than one responsibility in a small busine^r, 

d. Plan tiie type of bookkeeping and accounting required to 
give an accurate picture of the business. How mucli 
money do you have to start (owners equity)? Wliat loans 
do you need? How are any loans to be paid off? Provide 
for a budget of expenses and revenues , and at the end 
of the project, prepare a Profit and Loss Statement and 
a Balance Sheet. 

e. If the project involves the production of a product, you 
should scliedule production to be efficient, look into 
production costs, quality control, etc. 

It will require a lot of imagination and work to cariy 
out the projects successfully. Ihe experience will provide 
you with a msans of reAdewing the practical aspects of what 
you have learned, and will point out some areas that require 
more work and study. 




It is inportant to remember that the objective of the project is' 
to provide the students witli experience in planning, organizing 
"xand carrying out<^ business venture. 
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5.' Read vScctioii 4 o£ the teadings. 



4. Sunmiary | 

Tliis lesson is unlike otlier lessons in that you will 
be involved in planning and carr>'ing out an actual business 
project. Your instructor will not be leading you. Al- 
tliough you may consult him for advice, the decisions you 
make must be your own. 

Hie instructor will 'allow a certain amount o£ class 
time to plan and carr>' out tlie project. However it is un- 
likely tliat you will have enou^. class time to do all tliat 
you would like. Probably your group will have to work to- 
getlier outside o£ class hours to con^lete tlie project. Tliis 
is not unlike a lot o£ small businesses which do not have 
set hours . 

A£ter you ha^-e started your project, tlie instructor 
will likely continue with the next lessons in tlie course, 
proA^-ding occasional brealvs in the lessons £or work on the 
project. 



Indicator 



6. IVlien tiie projects have been completed, have the students prepare 
detailed written reports about eacii project. Each report should 
clearly indicate tlie nature of the project^ the meriiods used for 
planning and carrying out tlie project, tlie financial statements, 
a report on tlie various aspects of marketing, business organi- 
zation, bookkeeping and accounting, personnel, etc. The reports 
should also discuss the special problems tlie groups encountered. 

7. Have eacli project group read their report to the full group, and 
discuss eacli report. 

8. Have the students evaluate tlie projects as to v.^hat they learned in 
eadi area of business management. Ask the students what they. 
Would do differently in another project. 

9. . Keep the reports as well as any flip chart pages used during the 

various stages for the second project. 
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SUBJECT MANAGEVinNT PROCESS 

LESSON MPS TVIE P1A^INING FUNCTION PJEVIBVED: FIRST PROJECT 



.APPENDIX A 



Small Business Management Course 
Prince Albert, Saskatcliewan 

Notes Qi Qiristinas Card Project 



Organization 

Tlie students met to consider tlie possibility o£ running a business 
project as a group. Some accepted the idea witli entliusiasm, others 
somewhat reluctantly. 

Ihey held a number o£ meetings among themselves witli no instructors 
present. Out o£ these meetings emerged an organization: 

1. All 14 students were on tlie Board o£ Directors. 

2. One student was elected chairman. 

3. Eacli student contributed $5.00 share capital. 

Ihey decided to make and sell Qiristmas cards, altliou^i it was 
November and tlie time until Qiristmas was very short. A deadline £or 
production was set. 

Other ideas on tlie project were: 

1. Hiey could produce Indinn handicra£ts to sell at the Canada Winter 
Games in Saskatoon. Ihe main product was to be a *teepee electric 
lajip' . 

2. I£ tlie project was successful further production coixLd be planned 
for Valentine's Day and Easter. 



. Production 

Meetings were held daily. 
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Qie o£ the students, an artist, was engaged to draft card designs 
and verses. At a meeting held Deceirber 3, a motion was carried to pay 
the artist $60.00 for his artwork. He accepted $30.00. 

Ihey decided to use English instead of Cree on the cards. Ideas 
for verses were put on tlie flip cliart and discussed until a .final sel- 
ection was made. Production costs and prices were agreed upon. Flip 
chart notes of all the meetings were kept. 

Ih^ first production run was a failure, resulting in very low 
morale in tlie group. The deadline was passed and a new date set. Sev- 
eral of tlie group, headed by one student acted as a production com- 
mittee . 

^ Iho second producticsn run ivas successful and about 4,000 cards 
were produced. The students were very pleased with their product. 

Packaging . 

Tlie printed cards readied the classroom on Friday, December 11. 
The students packed tlie cards in plastic bags, a dozen to tlie bag. 
This was done quickly and efficiently. 



Sales 

Throu^out tlie production period the students had beea searching 
for markets, canvassing city businesses, home communities, Indian 
Reserves, and friends, who placed many advance orders. 

Qi the afternoon of Friday, Deceirber 11, the students collected 
their cards to sell or deliver over the weekend. Staff, students, and 
visitors poured into the room to buy cards. The sales manager tried 
to keep a record of cash sales and of cards issued to students on con- 
signment but was unable to keep up. 

Records 

Ch Monday, Decenber 14 the confusion had deepened. There was 
about 60 dozen cards unaccounted for. The instructor was asked to help 
sort things out but many cards were still missing. 

One of the problems was that the group had decided that each student 
would keep books on the project . This was intended to be an exercise 
in bookkeeping. Unfortunately, none of their accounts agreed. It was 
decided that from then on- only one student would do the bookkeeping. 
The group would clieck his books. 

After some strai^tening out, the students went forth again to sell 
cards . 
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Evaluation 

Ch Decenber 15 an evaluation o£ the project was made. All the 
flip charts produced up to this point were hung around the walls o£ 
the classroom. Hiey covered all four walls, overlapping in places. 

The students discussed the mstliod of evaluation to be used and 
the instiuctor conducted the actual evaluation. 

First the students evaluated successes and failures, writing them 
on a flip chart. 

The Successes Listed Were : 

1 . Experience was gained. 

2. There was good co-operation. 

3. When the first printing failed, the instructor helped to get pro- 
duction going again, which boosted student morale. 

4. It was fun selling cards. 

5. The students enjoyed public relations work. 

6. Hie students enjoyed the whole project. 



The Failures Listed Were : 

1. Lack of communications between students and the printer. 

Z. Lack of realistic deadlines set by students. 

3. The students did not stick to deadlines. 

4. The students lacked finances. 

5. The students tried to operate too cheaply. 

6. The printer did not produce as promised. 

7. There was absenteeism on the part of the students. 

The students next wrote down what they felt they had learned in the 
different subject areas. 

Business Communications 

1. There was considerable feedback from the printer. 

2. Some confusion existed. 



Marketing 

lo The product was ri^t - unique. 

2. The project was started. too late for Christmas. 

3. Distributim was poor - students did not stick to their designated 
areas. 

4. The students efforts were often haphazard. 

5. Pricing was good. 

6. Advertising was poor. 
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Perscnnel 

1. The students were disorganized. 

2. ^brale fluctmted up and down. 

3. Absenteeism was higli. 

4. There was nc follow-up by workers. 

Finance, Accounting, Bookkeeping 

1. Tliere was a junt)le o£ figures. 

2. Too many students tried to keep records. 

3. Financing was poor. 

4. Cost figures were unrealistic. 

5. There was a lack of information for bookkeeping. 

Personal Finance 

1. Five dollars from each student was a sacrifice. 

2. Five dollars from each student was a good investment for knowledge. 

Production 

1. The first run was a failure. 

2. Tliere was a lack of knowledge of printing. 

3. M unrealistic deadline was set for the conpletion of the project. 

4. There was a lack of real control of jobs to be done. 

5. -^They were introduced to the idea of quality control. 

Business Organization 

1. The students lacked precise business organization at the begin- 
ning of the project. 

2. The Qiristmas Card project was not the students* idea in the first, 
place and that took away their incentive. 

3. The project was good for those students going into business but 
it was not as Vcduable for the others. 

Tlnis ended the students' evaluation. 



Other Comments 

1. The project was und^r intense pressure due to the starting date 

being so close to Christmas. Had the project been started earlier 
a greater volume could have been produced and marketed. The 
potential for a healthy profit was there. 
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2. A reasonaiole profit could still have been niade i£ a large nunber 
of cards had not been lost. Instead, a very small profit was 
imde. 

3. Qi tlie weekend of Dece]it>er 12, a nunber of students were involved 
in a fight with each other at a party causing a split in the 
group, resulting in hard feelings and low morale. 

4. When morale was low after tlie first printing failure, some students 
were offering their shares for as little as $2.00. Wlien the next 
run was successful, the asking price went as hig^i as $15.00. 

5. By the time the course ended the shares were all owneu by tliree or 
four of the group, with one student holding tlie controlling interest. 

6. Hie printing plates were left witli the school. 
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SUBJECT PRODUCTION MANAGBffiNT 



LESSON PR0D4 PLANT LAYOUT AND WORK SI^^PLIFICATION 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Plant layout follows the plan for organization of operations. It 
is also influenced by: physical and operating characteristics of 
machines; product requirements; such things as chutes, conveyors, and 
passageways; work space and conveniences for personnel, including wash- 
rooms; good locations for service centres such as tool rooms; space for 
administrative work and offices; and general appearance. 

Work simplification affects the plant layout because of the flow 
of work sequencing and the spatial requirements of the workers. 

This lesson briefly examines some of the factors to be covered 
when planning how to arrange the physical layout of a plant. The factors 
to be considered can be applied to all production plants be they large 
or small. 



OB JKT IVE 

The students will arrange a scale model of a plant layout, 
utilizing the principles discussed in the lesson. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Anthony, Edward L. ^'Are You Using Your Space Effectively?" 

Technical Aids for Small Manufacturers, No. 77 (December, 1961). 
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2. Archer, Maurice. Aji Introduction to Canadian Business . Toronto: 

McGraw-Hill Co. of Canada Ltd., 1967, ch. 37. 

3. Buffa^ Elwood S. Modern Production Management , 2nd ed. Ne^v York: 

John Wiley and Sons, Inc., 1969, chs. 11, 12. 

4. Dickson, Frank lyn J. S uccessful Management of the Small and 

MediuH^-Sized Busin(:ss . Englewood Cliffs, N.J*: Prentice- 
Hall, Inc., 1971. 

5. Douglass, Lathrop. ^'Designing Small Plants for Economy and 

Flexibility." Management Aids for Small Manufacturers , 
Annual No. 13, 1967, pp 26 - 35. 

6. Garrett, Leonard J. and Silver, Milton. Production Management 

Analysis . Nev York: Ilarcourt, Brace and World, inc., 1966, 
ch. 14. 

7. Hastings, Paul G. Introduction to Business . Toronto: McGraw- 

Hill Company of Canada Ltd., 1968, pp. 84 - 90. 

8. Kelley, Pearce C. et al. How to Organize and Operate/a Small 

- ■■ ■ l^siness . 4th ed. Englewod Cliffs, N. J.: Prentice-Hall, 
Inc. , 1968, ch. 14. ' 

9. Keith, Lyman A. and Gubellini, Carlo E. Introduction to Business 

Enterprise . 3rd ed. Toronto: McGraiv-Hill Company of Canada 
Ltd., 1971, pp. 331 -'338. 

10. Lasser, Jacob K. How to Run a Small liusiness , 3rd ed. New York: 

. McGraw-Hill Book Company Ltd., 1963, pp. 368 - 373. 

11. Risselman, Vernon A. and liughes, Eugene H. Introduction to Modern 

Business: Analysis and Interpretation , 5th ed. Scarborough, 
Ontario: Prentice-Hall of Canada Ltd., 1969, pp. 386 - 391. 

12. Ne^vton, Raymond C. "Principles of Plant Layout for Small Plants." 

Technical Aids for Small Manufacturers , No. 42, April, 1956. 

13. Steinmetz, Lawrence 1.. et al. Managing the Small Business . 

Georgetown, Ontario: Invin-Dorsey Ltd. , 1968, ch. 18. 

14. Muther, Richard. ^'Plant Layout and Design." Handbook of Business 

Administration . New York: McGraw-Hill Book Company Ltd., 
1970, ch. 4. 

15. Antis, W. and Geitgey, D. '^lethods Improvement." Handbook of 

Business Administration . New York: McGraw-Hill Book Company 
Ltd. , 1970, ch. 9. 
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1. Case PR0D4 - ], 'mere Does the Equipment Go?'» 

2. Films: "Physical Facilities" 

^T^lethods Analysis" (Pre-view this film to see if it is 

appropriate for your particular 
group . ) 

3. Flip chart. 



NEniODOLOGY 

1. . Handout the Readings; read and discuss the Rirpose and Introduction. 



PURPOSE 



In this lesson you will discuss how you can make your pro- 
duction business more efficient and profitable through good work 
methods and a good plant layout . ^ 



mrRODUCTION 

Have you ever worked in a messy and crowded work place? 
If you have J, you probably worked very inefficiently. Good layout 
in your production plant help prevent awk\\^ard and inefficient 

working methods. 

Have you ever seen a worker using poor work methods? Taking 
too much time to do a job? Using the wimg tools? Making 
inefficient motions? 

It is important for you to make sure proper work methods are 
used in your production plant. You should always be looking for 
ways to simplify the work in your plant since better work methods 
will mean more output anO* profit. 



OBJECTIVE: THE STUDFi^^S WILL ARRANGE A SCALE MODEI. OF A PLANT LAYOUT, 
UTILIZING THE PRINCIPLES DISQISSED IN THE LESSON. 
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Stimulus 

2. Ask students if they feel that layout is important in a production 
business. It may be necessar)' to define' layout. 



Clarify Problem 

3, List and discuss the students* answers. 



Provide Information 

4, Read and discuss Sections 1, 2, and 3 of the Readings, 



CONTENT 

1, Some Definitions 

a. Plant layout includes the way the rooms, doors, etc, of 
your plant building are arranged; the way your materials 
and machines are arranged in your building; and the way 
the materials flow through your plant while they are 
being made into finished products. 

The above are all aspects of plant layout. When someone 
speaks of plant layout, he may be referring to one, two 
or all of these aspects, depending on the situation, 

b. Work simplification can be defined as cutting do\m on 
waster? i-^ork; making work more efficient; simplifying the 
workin^^ methods; and giving each worker a workload he 
can handle. 



2. Maki ng Plant Layout Decisions . 

Before you start your production plant you must decide 
on the type of building you need. This will depend on the 
type of product you are making and the type of production 
operations you use. You must also decide how you will arrange 
things in your building. 

IVhen deciding how to lay out your plant, you will have 
to answer the following questions: 

a. What jobs (production operations) have to be done? Can 
I list those? 
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b- Can I draw a chart to show which operations have to be 
done, first, second, etc.? 

c. What is the best way to arrange these operations inside 
my building? Can I draw a floor plan? 

d. How much room do I need for each operation? 

e. Which operations should be located close together? 

You should plan the above things before you put the equipment 
in your plant. 

3. \^fhy is a Good Plant Layout Important? 

A good plant layout should arrange men, materials, and 
equipment so that as materials are being made into finished 
product, they move over the shortest distance, in the correct 
order and in the safest way possible. 

A good plant layout will do the following; 

a. Increase production - work will be easier and will be 
done faster. 

b. . Cut down on expenses - there will be less wasted time 

and material. You will be able to produce more products 
with less material and less labour. 

c. Improve working conditions - workers \dll be less 
crowded and more comfortable . 

d. Increase safety - since workers have more room, accidents 
will occur less often and involve fewer people wtien they 
do happen. 

e. Improve the way materials are handled -.raw materials 
will be located in the right places; they 'won't have 
to be moved as far. 

f . Reduce wasted space - each part of your floor space will 
be used in the best way. 



5. Shofw the film, ^'Physical Facilities'\ This film is fairly 

. sophisticated. You will have to relate the film content to a small 
plant operation. / 
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Summary of Film Content and Instructions for Showir .g Film 

a. Discusses hov; to select a good location close to; 

(1) markets 

^2^ raw materials 

(3) good transportation 

(4) power and fuel 

(5) labour 

STOP the film here and relate back to Lesson PR0D3, 
''Plant Location*\ 

b. Defines plant layout - '^the sequence of operations that will 
ensure the smoothest flow of materials thrcugh various stages 
of production.'* 

STOP the fiM and write this definition on the flip chart. 
Discuss the definition so that all the students, are clear on 
what it means. 

c. Discusses factors that influence plant layout: 

(1) type of production process 

(2) type of manufacturing involved 

d. Shows techniques to simplify plant layout: 

(1) progress-flow charts 

(2) progress-flow diagram 

(3) template layout 

STOP the film after each of these techniques and illustrate 
the process using as a model a small* plant. 



6. Have students summarize the film and relate it to the Readings 
using their own examples and experiences* 

7. Read and discuss Sections 4 and 5 of the Readings. 



4. How Can You Simplify the Work in Your Plant? 

Work simplification enables you to use your manpower 
more efficiently* By. simplifying the working methods in your 
plant, you will cut down on costs, increase production and 
create happier workers* 

You should ask yourself tht' following questions about 
each operation in your plant. 
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a. tVhat is the purpose of the operation? 

(1) IVhy is it being done? 

(2) Is the same operation being done later or earlier? 

(3) Can part or all of this operation be dropped? 

(4) Does the operation make the produce more useful or 
easier to sell? 

(5) If the operation involves making a part, could this 
part be purchased at a lower cost than it can be 
produced? 

b . Can the design of the part or product be changed so that 
it needs less work? 

(1) Can other parts be used? 

(2) Can the part be made by a simpler method? 



c. How good is the layout of the work area ? 

(1) Does the material move in and out smoothly? 

(2) Are materials and equipment located in the best 
places? 

(3) Could the location of tables and benches be 
ijnproved? 



d. Are the right equipment and tools being used? 

(1) Are the machines well -maintained? 

(2) Would automatic feeders, ejectors, etc., save time? 

(3) Is the equipment either too big or too small? 

(4) Are operations which could be done faster- and 
• , better by a machine being done by hand? 



e : What work methods are being used? 

(1) Is the worker located in the right place?" 

(2) Does he use both han'ls? 

(3) Is this worker using a work method that would be of 
benefit to other workers? 

(4) Would specially designed benches or tables help 
production? 

(5) Are tools and parts v;ithin easy reach? 

(6) Is time being wasted in waiting for or hunting for 
tools or materials? 

(7) Does the worker have a realistic workload? . 
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f . A re the right materials being used? 

(1) Could you speed up production by buying the same 
materials in a different form? 

(2) Could a different material be used? 



g. Are materials being handled properly ? 

(1) Could trucks, pallets, or some other type of 
conveyor be used? 

(2) Could gravity feeders be used? 

(3) Can materials be handled during slack periods in 
the operation? 

(4) Can rehandling and recounting of materials be 
avoided? 



h. iVhat are working conditions like ? 

(1) Is the lighting bright enough? 

(2) Is the temperature of the room right? 

(3) Is the work area clean or messy? 



i. Are the wrkers properly trained and supervised? 

(1) Who does the training? Is he the right, man? 

(2) How is training done?. 

(3) How are instructions given to workers? 

(4) Can the operation be broken down into smaller 
details so that less training and supei'vision are 
needed? 



5. Summary 

You will have better efficiency and bigger profits in 
your production plant if you mal<e sure you have an efficient 
layout of men, materials and equipment in your plant, and 
good ^^rark methods (rimple, fast, work procedures). 

! 

8. Show the film, 'Methods Analysis**, if you feel it would be useful. 
This fiM discusses fairly sophisticated methods; you will have 
to relate it to small plant operations. 
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Su3TTmary of Content and Instructions for Showing Film 

a. Gives the purpose, goal and benefits of methods analysis 

(1) Purpose - to find the best and least costly operating 
methods . 

(2) Goal - the production of more goods in a more efficient 
manner at lower prices. 

(3) Benefits - better ways to perform tasks. 

b. Gives a brief history of time and motion studies. 

c. Suggests that: 

(1) employees be trained in work simplification 

(2) managers listen to workers ideas on methods of doing 
work 

(3) methods analysis might result in 



d. Discusses rules of irotion practice. 



9. SunuTiarize the principles of plant layout and work simplification. 
The points presented in the Overview might be useful for this 
purpose . 



Indicator ; 

10. Hand out Case PR0D4, 'TVhere does the Equipment Go?''' -Read the case 
and discuss the questions at the end. 

11. , Have the students form groups of four or five. Instruct each 
.group to outline plans on how they would lay out the piaxit 

discussed in the case. They are to submit a drawing of the floor • 
arrangement with written reasons for- their particular arrangement. 
Alloi\^ a half hour for completion. 

12. Ask groups what problems (if any) they had \^Jlen planning layout. 
Discuss problems and questions pertaining to the plant layout. 
Have students summarize lesson and case exercise. 



(a) 
(b) 
(c) 
(d) 



eliminating some production steps 
combining some production steps 
resequencing of process 
simplification of way of performing work. 
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SUBJECT PRODUCTION MANAGEMENT 



LESSON PR0D4 PLANT LAYOUT AND WORK SIMPLIFICATION 



CASE PR0D4 - 1 
WHERE DOES THE EQUIPMENT GO? 



The Pine Bluff "Handicraft Co-operative was formed. A Board of Dir- 
ectors was elected to set up general operational policies , particularly on 
such matters as: 

1. deteimining trade and credit policy 

2. supervising the business and policy 
3.. deciding who signs cheques 

4. defining duties and pay for employees 

5 . setting hours of trade 

6 . appointing committees for specific purposes. 

The Board members were: 

President: Joan May 
Treasurer: Susan Lee 
Secretary: Mary McLeod 
Members: Sylvia Smith 

Helen Waters 

Jason Mats on 
• . Randy Lee 

The- . ':jard asked Jack McLeod to be manager of the Co-operative. His 
first major job would be to get the way clear for starting business. 

The two major questions of how to organize the business and where 
to locate had been answered. The business would be organized as a co- 
operative. It would build its own building rather than locating in any 
of the present buildings. The major reason for- building was that not 
only could the building be designed to meet the: heeds of the business but 
also work would be provided for some of the men in the community. 

Jack's immediate problems now were deciding on a floor plan for the 
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building, and organizing the people who were going to do the production 
•work and the clerking jobs. 

It was decided. that the Co-op would order raw materials and put 
them into kits. They would then contract the kits out to people who 
could do good work, and sell the finished products. The kits would 
contain all the raw material necessary to make the item. If hide was 
required it would be cut to size. The design would be up to the indi- 
vidual doing the piece-work. The piece-work method was thought to be 
the best because: many of the workers T^A^uld be women with yoiing children 
who liked to be at home; the kits could be contracted out to people 
who lived outside the community; the labour costs would be lower because 
the craftsmen were paid only. for what they actually compl,-^ed - the 
more they produced the higher their pay» 

The production work done at the business itself would involve the 
making up of the k'its. A kit would be made with the following staps: 

1. Cut pattern from the hide. 

2. Cut duffel cloth from its bolt. 

3. Cut fur required. 

4. Cut trim required. 

5. Put raw material into a bag. 

Any needles, thread and beads required would be given out in quantity 
amounts so that the craftsmen making the item had enough of these 
materials to make several items. Any scrap hide and fur would be cut 
into pieces to be used for small items to wear on shirts and jackets. 

The layout of the production area of the business had to be big 
enough for about five or six women to get kits ready. There had to be 
storage space for the raw materials and storage space for the kits that 
were ready. The women would need a good light because they had to cut 
around standard patterns to ensure that the finished products would 
meet' standard sizes. The women would also need facilities to eat in 
as well as washroom facilities. Raw materials had to be stored near the 
work area so that the women could get them easily and quickly as they • 
needed them. 

The selling-and display area had to contain a place to store the 
finished products. There had to be a display area so that anyone coming* 
into the store could easily see what was offered for sale. Jack McLeod 
wanted his off ice. in a place where he could watch the selling and 
display areas but where he could also be reached easily in case of 
difficulties in the production and storage areas. 



Questions for Discussion 

1. Prepare a floor plan for the Pine Bluff Handicraft Co-operative. 
The dimensions of the building are 60* long and 48* wide. The 
48* sides are parallel with the street. The building is to be one 
level with a fUll basement. 
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2. Prepare a plan for the isrork floor in the production area. 
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SUBJECT 



BUSINESS UW 



LESSON BL6 ' 'IHE LEGAL CONmCT 



INSTRUCTOR'S GUIDE 



OVERVIEW 

The basic tool of a business enterprise is the CONTRACT. All bus 
ness transactions, whether verbal or by written agreen^nt, are con- 
ducted by contract.. A contract is entered into for s one thing as sinple 
as purchasing a loaf of bread in a store, 

FivB elements must be presenL before a contract is considered 

legal: 

1, Mutual agreement - offer and acceptance. 

2- Consideration - something to which value can be attached. 

3. Capacity to contract -^'certain groups of people cannot have con- 
tracts enforced against them, 

4. Intention to create legal relations - if someone does not intend 
to actually enter into a contract, they are judged not to have 
done so. , . • 

5. Legality of object - the object of the contract must be legal. 

In this lesson the students are introduced to these five elements 

A businessman must avoid entering into contracts which are dis- 
advantageous to him. In many cases, the only way to ensure that this 
objective is realized is to retain the services of a competent lawyer. 



681 



BL6 



OBJECTIVE 

Given soire elements of a contract, tlie students will be able to 
identify whether all eleinents for a legal contract are present and, 
if not, which are missing. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Alger, William H, and Anger, H.D. Sunimar}^ of Canadian Coinmerc ial 
Law . 18tli rev. ed. Toronto: Sir Isaac Pitman [CanadaJ LtdTT' 
15(52, ch. 2 



RESOURCES REQUIRED 
1. Flip chart. 



METHODOLOGY 

1. • Hand out tlie Readings ; read and discuss the Purpose and Intro- 
dix:tion . 



PURPOSE 

A CONrRACT is the basic tool of business. In this lesson 
you will study and discuss tlie five niajor elements that must be 
present before a legally enforceable contract exists. 



INTRODUCTION . • . 

Negotiation or discussim takes place before'buying and 
selling property or agreeing to work for soineane. 'The object of 
this negotiation or discussion is agreeinent. When agreement is 
reached, a set of- proinises come into affect. Promises which are 
legally enforceable are known as OONTRACTS. 

Cansider t\\^ following exairple. Si5)pose you decide to buy a 
car. You are go'ing to pay cash. After checking with various car 
dealers you find a car which is just what you want. However, the 
price is about $100, QO hi^er than you want to pay. You let the 
dealer know you are interested but you offer him less than the 
listed price. In fact, you probably offer him less than you are 
willing to pay. If he wants to make a sale, he will likely make 
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a couater offer whidi is less tiian his original price but still 
above the offer you made. Hiis kind of negotiation will usually 
continue until a mutually agreeable price is readied. Hiis is tiie 
point at which one of you makes an offer and the otlier accepts 
the offer. 

Ihis exajiple points out aie of tlie elements that is necessary 
to tlie formation of. a legally enforceable contract: namely ''mutu- 
al agri3ement'\ An offer by one party ivhidi is accepted by tlie 
other party is called "mutual acceptance". 

Ihis lesson introduces you to the elements tiiat are essential 
in a legally enforceable contract. 



OBJECTIVE: GIVEN SCME ELENENT^ OF A CONTRACT, 1I-IE SlUDENTS WILL BE ABLE 
TO IDENTIFY WIETMER ALL ELEf^ENTS FOR A LEGAL CONTRACT ARE 
PRESENT AND, IF NOT, midrl ARE MISSING. 



Stimulus 

2. Ask students: '^Vliat is necessary for a lejal contract to exist?" 
Clarify Problem 

3. Ask a student to list on tlie flip chart what they tliink are the 
necessary elements of a contract. 

V ^ 

'Provide Information 

4. Read and discuss Section 1 of the Readings. 



CONTE NT , 

1". Ds fjjiitian of a Contract 

The following definitions are provided primarily for 
discussion purposes. You are not e^q^ected to memorize them. 

a. A legally enfoTQeable Qontraot is a 
deliberate agreement between two or 
wore competent parties (not nee- 
essarily in writing) which is 
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supported by mutual consider- 
ation- to do some legal act 
voluntarily . ^ 

b. A contract is an agreement be- 
tween two or more capable per- 
sons^ for a legal consideration, 
or valuey - to do or not to do 

\ some lawful and genuinely in- 

tended act. 2 

c. A contract is a promise or set 
of promises which the law will 
enforce . 3 

The above definitions will become clearer as you read 
throug^i the • following sections. Further clarifir.ation will 
come in later lessons in this subject area when each of the 
elements are examined in detail. 



Chapman, F.A.R. Fundamentals of Canadian Law . Toronto: 
McGraw-Hill Conpany of Canada Ltd., 1965, p.- 59. 

^Anger, William H. and Anger, H.D. Summary of Canadian Com- - 
mercial Law . 18tli rev. ed. Toronto: Sir Isaac Pitman (.Canada J 
Ltd., 1962, p. 11. 

^Snyth, James E. and Soberman, D.A. The Law and Business 
Admanistration in Canada . 2nd ed. Scarborougti, Ontario: Prentice- 
Hall of Canada Ltd., 1968, p. 46. 



5. Read Sections 2 and 3 of the Readings. After each sub-section, 
discuss to ensure tliat students understand the points. 



2 . Elements Necessary to Form a Legally Enforceable Contract 

The-'-a are five major elements necessary to the form- 
ation of a legally enforceable contract. Ihey are: 

a. Mutual Agreement (offe.r and acceptance] 

Mutual agreement occurs when the offer made by one party 
is accepted by the other party. For exaniple: offer 
to sell you jny truck for $700.00/* or, 'Til take $700.00 
for my truck," are good offers. A response such as: "I 
accept" or, "I accept your offer," means that mutual 
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agreeinent has been reached (that is, an offer has been 
niade by one party and accepted by the other.) 

- b". Consideration 

If you promise to do some tiling, tlie law will not make 
you carry it out unless you receive some tiling or are 
promised soniething in exchange. The ''something" that 
you receive in exdiange is called "valuable consider- 
ation" because it is legally considered to have some 
value p however little tliat value may be. 'Valuable con- 
sideration may be money, a material item, an act or a 
promise (that is , anything to which value can be at- 
taclied.) 

Valioable consideration is a legal necessity in making a 
contract be cause it is considered to be against human 
nature to nake a promise for whicli notliing is received 
in return. 

c. Genuine Intention to Create Legal Relations 
Agreeing to tlie terms of a contract or signing your 
signature to it because your life was threatened, ob- 
viously makes the contract void. Hiere was no genuine 
intention on your part to enter into tlie contract. 

d. Capacity to Contract 

Note that definition a. states that a contract is an 
agreerent between ... "two or more COMPETENT parties", 
and definition b. points out that "A contract is an a- 
greement between two or more CAPABLE persons. . . ." Itost 
people are legally competent or capable of entering into 
contracts whidi are binding upon them. There are, how-' 
eve r.i some people or groups of people who are not liable 
for tlieir contractual obligations. Hiey are: 

(1) Minors and Infants 

In Canada these are persons (male or female) who 
have not reached the "age of majority" tra- 
ditionally twenty-one. You should be aware that 
' most provinces have reduced tlie age of majority 
to eighteen years of age. 

There are two classes of contracts a minor can en- 
ter into which are as valid and binding upon him 
as they would be on any otlier person. Tliese are: 

(a) A contract for necessities (tliat is, goods or 
-services which the infant needs to stay alive, 
healthy and secure; such as food, clothing, 
lodging, medical services and education) . 
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(h^ Contracts which are beneficial to the infant 
for purposes of apprenticeship or enployment. 

In general, all other contracts entered into by a 
minor can be repudiated by him. This^means tliat 
tlie contract of a minor is menforceable against 
him but enforceable by him against the other party. 

^bntally Incoiipetent Persons or Intoxicated Persons 
Botli nientally in competent persons and intoxicated 
persons are liable for necessities whicli have been 
sold and delivered to tliem. 

Any otiier contract is also binding upon tliese two 
types of people unless it can be proved that: 

(a) when tliey made tlie contract tliey were mentally 
incompetent or so intoxicated tliat they did 
not know what they were doing; and 

(b) the other party to the contract was aware of 
this condition. 

In order to avoid liability, tlie incoiipetent or 
intoxicated person must repudiate the contract as 
soon as possible after he has returned to his nor- 
mal state (condition) . If he does not act pronptly 
he loses tliis privilege. 

Treaty Indians 

In Canada, Indians living on reservations are wards 
of tlie crown. To protect tliem against fraud they 
have been rendered legally incapable of entering 
into contracts, even for necessities . 

Section 89 of tlie INDIAN ACT reads as follows: . - . 

89. (1) Subject to this Act^ the real 
and personal property of an Indian or 
a band situated on a reserve is not 
subject to charge^ pledge^ mortgage^ 
attachment^ levy^ seizure^ distress 
or execution in favour or -at the in- 
stance of any person other than an 
Indian* 

(2) A person who sells to a bank or 
a mernber of a bank a chattel tender 
an agreement whereby the right of 
property or right of possession 
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thereto remains wholly or 
in -part in the seller^ may 
exercise his rights under 
the agreement notwith- 
standing that the chattel 

is situated' on a reserve. 

4 

Indians caa sue another party for failure to fulfil 
the terms of a coatract but tliey cannot be sued by 
the other party for failure to fulfil their part 
of a contract. 

Indians are free to leave the reservations at any 
time. Ihey are then free to enter into binding 
contracts . 

(4) Rieny Aliens 

Eneiny aliens are residents of countries with which 
our 'country is at war. Any contracts which have 
been in existence prior to hostilities are iinmedi- 
ately suspended. In addition. It is illegal to 
enter into a contract witli an enem/ alien dur'.ig 
hostilities. 

(53 Bankri^t Debtors 

Lhtil a bankrupt debtor receives a discharge from 
the court,he is not allowed to enter into a legal 
contract . 

(6) Corporations 

Coxporations receive the authority to conduct busi- 
ness activities either by being granted letters 
patent or by having their memorandum of associ- 
ation registered. In either case, they are re- 
stricted in the types of contracts they may enter. 
If they enter into contracts fov which they do not » 
have authority, these contracts are ultra vires 
•(beyond their powers) and are, therefore, void. 

The main point to remeiiber about capacity to con- 
tract is that while the above persons or groups of 
persons are free to enter into contracts, the courts 
will not enforce these ccntracts against tliem. If 
a contract is not legally enforceable^, it is not a 
legal contract . 



.C. 1952, c. 149, S.89 
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e . Legality of Object 

A contract is void i£ the object o£ tlie contract is il-. 

legal. For exanple, suppose that you prondse a taxi . 
, driver a large tip if he will exceed tlie speed limit in 

I order to get you to your destination on- time. If he ex- 

'; ceeds the speed limit and you do not giA^ him the. prom- 

; ised tip, he will not be able to sue you in court. In 

') fact, he may not even be entitled to the regular fare 

because he broke the law. 

Contracts in. whicli crimes, dishonesty, dajnage to life or 
property, etc. are tlie object, are void. 



3. Summary 

A contract can appear t-o. exist, but if any one of the 
five major elements discussed above are missing, then that 
contract does not exist by law. 

According to tlie law, a contract exists if it is legal- 
ly enforceable tlirou^ tlie courts. If a contract is legally 
enforceable, the courts can force one party to eitlier do 
what he has promised or else pay money dainages to the other 
party. 

It is inportant to be familiar with the five elements 
necessary for a contract to exist* They are: 

* 

a. Ntutual agreement (offer and acceptance) 

b. Consideration 

c. Genuine intention to create legal relations 

d. Capacity to contract 

e. Legality of object. 

In the Business Law lessons to follow, you will discuss 
these elements in greater detail. 



Indicator ■ ' 

6. Present the following exercises to the students. Discuss fully 
the answers given by the students to tlie questions. 

a. Joe Smith- approached Tom Hill to purcliase Tom^s car. Joe 
had been out of school five years and had a good job. He 
thou^it Tom's car was exactly what he wanted. 

Tom Hill was an agressive fellow. Ever since he was very 
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young he had taken jobs after scliool and in the simnrer vaca- 
tion to eam some money. Last year Tom had enough money to 
buy himself a used sports car. It worked like a charm and 
Tom took good care of it. 

Tom was a hard worker at sdiool and was finishing his grade 12 
at the age of 17. Next year he wanted to go to university 
and he could not afford to keep his car. 

Joe offered Tom $800.00 for his car with $200.00 cash and the 
rest in four moiiths. Tom said he would have to tlitnk about it 
• for a day. 

The following day Tom said the price was too low. He wa:ited 
$1,100.00 and he wanted all cash. Joe said $1,100.00 was too 
much but he would go $1,000.00. Tom refused to consider less 
.than $1,100.00. 

'Two months later Tom came back to Joe and said he would ac- 
cept the $1,000.00 since he was leaving for university. 

Joe said he would not buy the car. Tom was angry and said 
tiiat they had agreed on a price. 

(1) Question: Is tliere a legal contract here? 

(?.) Suggestions: 

(a) Age does not matter since tJie contract is not being 
enforced against Tom. 

(b) Ihere is no agreement on price. The refusal by 
Tom stopped the transaction. Tom's new proposal is 
part of a new negotiation. 

(c) In any event, Joe had not agreed to an 'all cash' 
price . 

b. Mike Jacobs had lived on a reserve all his life. He wanted to 
buy a T.V. set so he went into the nearest town and bought 
a colour set for $750.00. The store requested a $125.00 down 
payment and prepared a conditional sales contract for $625.00 
to be paid at $50.00 per month. 

Mke returned home with the T.V. and made regular payments. 
After the sixth month Mike was sick and unable to work. He 
contacted the store and told them he was unable to make pay- 
ments , 

At tlie end of the tenth month when no payment was received, the 
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store sent someoae to pick up the T.V, set. Mike refused to 
let the T.V. go. A battle started and the police were called. 

(1) Question: Was there a legal contract here? 

(2) Suggestion: Yes. The store was protected in dealing 
• with the treaty Indian by retaining the ownership by 

means of a conditional sales contract uitil the T.V. set 
was paid in full . / 
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SUB.JECT 



MANAGB(ENT PROCESS 



LESSON Mra TiE ORGANIZING FUNCTIQM 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Hie students have seen tlie importance o£ planning a business and 
will by now be involved in the planning o£ their business projects. 

In eadi project, a number o£ students will be working togetlier; 
tliey may be somewhat uncertain about assigning responsibilities to 
■various nieT±)ers of the project, and they may not foresee all tiie functions 
whidi tliey should considar in orgmizing their project. 

. This lesson should be of considerable help to the students if ref- 
erence is made to jobs they have previously had and to tlie projects . on 
whicli tliey are presently working. 



OBJECTIVE 

n^e students will be able to draw an organizational cliart showing 
the lines, of communication between line and staff positions. 



REFERENCE MATERIAL FOR INSTRUCTORS 

1. Flippo, Edwin B. Management: A Behavioral Approach . Boston: 

' Allyn and Bacon Inc., 1970, pp. 129 - 191. 

2. Keitli, Lyman A. and Gubellini, Carlo E. Introduction to Business 

Enterprise , Toronto: McGraw-Hill Company of Canada Ltd., l971, 
pp. 143 - 162. 

3. Sisk, Henry L. Principles of Management . Cincinnati: South- 

Western Publishing Ccmpany, 1969. pp. 237 - 235. 
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RHSOURCliS RliQUIPvJiL) 
L. Plip Chart 



METIDDOLOGY * 

1. Hand out the Keacljngs; read and discuss the Purpose and Introduction. 



PURPOSli 

Tlie purpose of this lesson is to study the second management 
f unct ion : organ! z ing . 



IiVrROIXJCTION 

In Lesson MP7, *'The Planning Function", we saw planning as a 
^ ay to consider the future needs and actions of the business. The 
planning function involves the consideration of a number of alter- 
natives in the area of sales, personnel, production and profit » The 
best plan can then be selected in view of the business circumstances. 
The choice of the best alternative provides a guide for the manager 
and is a basis for action. 

Even with good plans, a business can do little unless there are 
people who can carry out these plans. These people must know what 
their jobs are and how they are to work together to carry out the plans. 

Suppose we have a number of people in a business, and they all 
want to do the books, or they all want to be managers. There will be 
a great deal of confusion. It will be mpossible to carry out the- 
plans . 

To be able to run a business where many people are employed, it 
is necessary to have some order. Each employee has to know what job 
he has to do from the manager down. Each employee has to know who 
his boss is. We call this organizing. 

If there is only one person in the business there is no organ- 
izing necessary, since the person must do all the jobs himself. 
But as soon as more than one person is involved in a business, there 
is a need to assign jobs and co-ordinate the efforts of the various 
people working together. . ^ 
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The business with which you start may be a small business where 
you are the owner -manager and the only person involved. On the other 
hand, you may be involved in a larger business and have a number o£ 
employees . 

The material in this lesson will be valuable to you even if you 
are the only one involved in the business at the beginning. Over a 
period of time small businesses grow and the job of clarifying the 
jobs of each -employee will be Mportant. In addition, you will be ' 
working with .the goverrmient . and other large organizations. 
These large organizations are often very difficult to understand un- 
less you real.ize how they are structured. 

In discussing the organizing function of management in this 
lesson, we ^\z.tll consider the areas of: 

1. responsibility 

2. authority ' - 

3 . accountability 

4. organizational stixicture 

5. span of control. 



OBJECTIVE: THE STUDENTS WILL BE ABLE TO DRAW AN ORGANIZATIONAL CHART 
SHOWING THE LINES OF COMMUNICATION BETWEEN LINE AND STAFF 
rOSITICNS. 

Stimulus 

2. Ask students/whether they have given each member of the group certain 
responsibilities for the project. 



Clarify Problem - ^ 

3. Ask: ''Is thore someone who has overall responsibility (manager)?" 

''Is there someone responsible for sales (marketing) , accounting, 
production, etc.?" 

Deteimine any ; roblojRS the students have found in allocating respon- 
sibility to menbers of the project. 

4. Have the students relate experiences they have had in work situations 
from which they can describe the line of conmunication from the boss 
down to the workers. Are there gaps in communication? 
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Provide Information 

5. Read and discuss Sections 1 and 2 of the Readings. 



CQ^f^ENT 

1. The Organizing Function Defined 

• 'Organizing can be defined as the management function 
\A\ich sets out the different jobs or positions in an organiza- 
tion and shows the relationship between the different 
positions. 

The purpose of organizing is to give the people in an 
organization a clear understanding of what their jobs are and 
what responsibility and authority they have. 

Suppose you organize a handicraft business for your area. 
What will be the responsibilities of the manager? How many 
people. will he have working for him? Will -there be supervi- 
sors or foremen? Who will do the financial and accounting 
jobs? Who will see to the production of the handicraft 
products? Who will be responsible for sales or advertising? 
Who will see to quality control? These are only a fe\v of the 
many questions which must be answered in organizing a . 
business. . 

We can see that organizing involves looking at the 
different positions in a business and seeing how all the 
people filling these positions can work together to attain 
the organization's goals. 

A business or any other organization can quickly grind 
to a halt if there are no rules of order. It is necessary 
to know who is boss, to whom one reports, and what authority 
one has. You may have heard someone say, ''I have so many 
bosses, I do not know which one I should listen to.'* 

OrgariTzing tries to avoid this type of problem. It 
involves establishing the conditions necessary for good 
working relationships. Each employee or each position in 
the organisation shoul.d have responsibilities, authority and 
a line of communication clearly spelled cat. This prevents 
much misunderstanding. 



2. Responsibility 

Responsibility is the obligation of each employee to' 
perform the duties assigned. 
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This obligation applies to a manager vvlio answers to a board 
o£ directors. 



Every job or position carries responsibilities. It is 
important: that the person in the position knows what is 
expected of him (that he know.s what the re spons ibilities are 
in advance) . This can avoid a lot of misunderstanding and 
confusion. This does not mean the boss should not give 
specific instructions as t9 what has to be done. It means 
the employee should have an idea of what is expected of him. 

The higher the level of management , the more responsibi- 
lity the employee has. This is because his decisions affect 
more people and more of the business resources. 

Responsibility comes about when the owners of a business 
(members of a co-operative, shareholders of a company, part- 
ners in a partnership, or sole proprietors) delegate or pass 
on some of the responsibility of running the business. This 
responsibility is delegated or given to a manager who can 
then delegate some responsibilities to others. 

In delegating some responsibilities to others, the 
manager does not lose his own responsibility for the job. 
• He' is still responLible for the job being done. The person 
to -vihom the work is delegated (the subordinate) is also 
responsible for the job. 

A subordinate vJho does riot accept responsibility for his 
duties cannot expect to stay very long in his posit.iori. 
Accepting responsibility is an exchange for the pay the 
employee accepts. It is a form of contract between employee 
■ and employer. 



6. Ask the students if they have had jobs in the past in which their 
responsibilities were not clearly set out. Why was this? How 
could it ha/e been overcome? 

Read and discuss Sections 3 and 4 of the Readings. 



3. Authority 

.Authority is a superior's (or boss's) right to give 
orders or instructions to an employee. This authority comes 
along with the responsibility of a job. When a board of 
directors gives a manager the responsibility to manage a 
business, they must also give him the authority to do the job. 
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I£, for example, you are a foreman on a construction job 
and are given the responsibility for the construction of 
houses, you must be given the authority to deal with the 
employees. Otherwise, it is impossible to carrj/^ out the 
responsibilities. 

/'Uthority comes, therefore, with the delegation of 
responsibility. A person in authority carries the power to 
enforce obedience because he can dismiss employees who do not 
follow instructions. In later lessons we will deal with ways 
of getting employees to work without threatening the loss of 
their jobs. 

Where a business is. owned and managed by the same person, 
the owner -manager has the responsibility and the authority to 
have the business move towards its goals or objectives. 

Accountability 

Another concept to consider when dealing with the organ- 
izing function is that of accountability. The word is used 
to indicate that a subordinate must report or is answerable 
to a person in authority. 

If a boss delegates responsibility to an employee, and 
the employee accepts the responsibility in return for the 
wages he receives, the boss or superior has the right to 
expect work from the employee. The employee must answer to 
his boss for his work; he is therefore accountable to his 
boss . ; 

For an organization to work well, an employee should 
have only one boss. In other words he must be answerable or 
accountable to one superior. If an employee has two or more 
bosses, he may get confused as to what his responsibilites 
are. He may also get contradictory orders so that he does 
not know to ^^^lom he is accountable or answerable. 



Ask the students if -they have had jobs in vrfiich they were given 
responsibility and were not given the necessary authority. Have 
they had jobs where they were accountable to more than one boss?" 
What were the consequences? 

Read Sections 5 and 6, and discuss as you proceed, making sure the 
students understand the organizational chart and the difference 
between a line and a staff position. 



5. Span of Control 

By span of control we mean the number of people which 
one man can effectively supervise. 
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How many people should report to one man depends on the jobs 
•involved. It is possible for a supervisor to have a larger 
number of people reporting to him if the job is of a routine 
nature, than if the job is of a management or supervisory- 
type. 

In a small organization, the manager may try to keep 
control of everything. As the business grows, the job can 
become so big that the manager is no, longer doing a good job. 
He hasn't the time to give proper attention to each subordin- 
ate looking to him for direction. Not only does the work 
suffer, but morale in the organization may also decline. 

It is suggested that the manager may effectively super- 
vise six to eight people. In some cases it can be more, in 
other cases less. The nuitiber of subordinates a supervisor 
can direct depends on the type of work, the ability of the 
manager, and the amount of work he is ready to do. 

Organizational Structure 

The discussion of the various points above is the basis 
for organizing a business organization. The areas of 
responsibility, authority, accountability and span of control 
should be considered when staffing a new organization,, or in 
reworking an. existing organization which needs better methods 
of "working relationships. 

The relationships between employees can be drawn on an 
organizational chart. This chart represents part of the organ- 
izational structure of a business. It sets out the way in 
which a business organization is organized to enable the 
business to do the job as effectively as possible. The organ- 
izational chart uses a series of lines and rectangular boxes 
to demonstrate the relationship between different positions in 
an organization. 

A simple example is as follows: 

' BOSS i 



WDRKER 



I WORKER I 



WORKER 



This diagram would represent a boss with three workers 
all reporting or accountable to the boss. 

An organizational chart for a larger organization might 
look like the one shown on the following page. 
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FORB 



AN 



(concrete) 



0 0 

3 a 



(PLUT'BING, HEATING 

P, electricity) 



0 0 0 0 



hUKh'-'lAN 
(fr/^ming) 



(finishing) I 







000000 0 00 

2 13 9 .Q S Q ftftfi 



In this example which might represent a housing project, 
the boss or manager has four foremen who should, be responsible 
for special areas of work: concrete (foundations) > utilities, 
framing, and finishing. Each foreman has a number of men who 
are under him and who have certain duties or responsibilities 
which might be given to them. 

This type of organizational chart is called a line, organi- 
zation since there is direct "relationship or chain of command 
from top to bottom and back up from bottom to top.' The fore- 
man is said- to be in a line position. 

There is a possibility of ' having other people in an organi- 
zation who fill what are called staff positions. These positions 
help the manager do his job. They are not directly responsible 
for the :onstruction of houses. In the example below, two new 
positions have been added to the housing project. 



BOSS 



mB-m 

(concrete) 


I - 


— 1 



0 0 0 

S 9 9 



CONSULTANT 



ACCOUNTANT 



FORB' 

(PLUHBING. 
S ELECl 


IAN 

HEATING 

fricity) 


I 1 


1. » 



1 — » 



FORBiAN 






(framing) 




(FTNTClHTNf; 



000 000000 000 

S 9 9 A « 9 S! R ft R « R 
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The two new positions (consultant and accountant) are called 
staff positions. They are intended to provide help or advice to 
the manager. They have no authority over the foremen or the 
workers. They can provide information to the manager and the 
foreman as required. Their responsibility is for techjucal 
advice or to perform duties of a special nature. 

Other staff positions we find in an organization are person- 
nel services, stenographic services, or research services . The 
type of staff positions in an organization will depend on the 
needs of the organization. 

Let us now take the example of a community that sets up a 
large co-op store with a number of departments. The organiza- 
tional chart might look like this: 



MEMBERS 


• 




, BOARD OF DIRECTORS 






i GENERAL 


r^NAGER 






ACCOUNTANT 


1 SECRETARY 







GROC^^DEPT. 



MANAGER 
MEfrS DEPT. 



MAMAGEP, ^ 
U\DIES \m 
DEPT. 



RE 



riANAGER -7 
SPORTI^^GOODS 



8 CLERKS 



2 CLERKS 



3 CLERKS ' 



2 CLERKS 



1 CLERK 



The co-op members are the owners and they elect the board of 
directors who control the business on their behalf. The board of 
directors hire a general manager to wliom they delegate the re- 
sponsibility to manage the store, He in turn delegates part of 
the responsibility to departmental managers. 

You will notice that this organization has two staff 
positions: an accountant and a secretary. An organizational 
chart has to be tailor-made to the needs of the organization. 
It has to repi3sent the type of organization which is required 
to run an efficient business. 
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Let us take another example which might illustrate a band 
business on a reserve. Let us say it is a cano( manufacturing 
business. 



PEOPLE 



B^^D COUNCIL 



CHIEF 



GENERAL MANAGER 



ACCOUNTANT 



S ECRE TARY 



PRODUCTION MANAGER 



SALES MANAGER 







0 0 0 0 0 0 

fi ft A A R R 



SALESMAN i 



SALESMAN 



The management in this case is divided into two depart- 
ments.' One- is .responsible for the manufacturing of the canoe 
and the other for the sale of the canoe. Each has its own .re- 
sponsibilities and authorities. 

The different organizational charts we have discussed in 
this lesson give an idea of how a business is organized but they 
do not tell the whole story. They do not spell out the duties 
and responsibilities or the authority of each position. This is 
done in an organizational manual which states the duties of each 
position, the relationship or line of communication between 
different positions. The job description is the document which 
sets out this information for each position. An. employee should 
have his job description so that he knows his duties and respon- 
sibilities, his authority, and to whom he is accountable. 



10. Read and discuss Sections 7 and 8. 
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Principles of Organizing 

The previous discussion can be simmiarized in a few 
principles of organizing. We must remember that the organi- 
zing function applies primarily to larger businesses. Its 
purpose is to see that everyone knows what "he must do, Avho 
is the supervisor or boss, and \\'hat authority he has. 

a. The objectives of the organization should be clearly 
stated and non-conflicting. 

Each person in the business should work towards a common 
goal. This is called the "unity cf objective" principle. 

b. The duties of each position should be clearly defined. ^ 

Each person in the business should knov; the jobs for 
\vhich he is responsible and what authority he has to make 
decisions and give orders'. 

c. The relationship of each person to the rest of the organ- 
ization should be clearly established. 

Every person should know who is his boss and who are his 
subordinates so that every employee knows from whom he 
should receive orders and to whom he may give orders. * 

d. l\Tienever possible an employee should have no more than 
one immediate superior. 

This is called "unity of command". More than. one boss 
per employee leads. to misunderstanding and confusion. 

e. The number of subordinates for each boss should be kept 
within reasonable limits. 

The nimiber in any specific job will depend on the type 
of work, the ability of the supervisor, the frequency of 
new problems and the experience of the subordinates. 

f. An organization should be adaptable to change. 

In order to be effective, an organization's structure, 
as ivell as "^he individuals within the organization, must 
be adaptable to change. 
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8 . Summary 

In this lesson you were introduced to the idea of organizing.. 
We saw organizing as the function of giving people in an organ- 
ization certain responsibilities and authority to be able to . 
carry out the plans of . the organization. We saw that it is people 
who carry out plans and organize the physical factors of the busi- 
ness... Management *s job is to juake sure the people in the organ- 
ization have the knowledge of their responsibilities and the author- 
ity to do their job. 

We also saw that in any small business where only oneor^two 
persons are involved, there is little if any need of organization. 
For instance where a man and wife open a small general store, there 
is little need to organize. The same might be true of a small com- 
mercial fishing operation. But if you consider a larger outfitting 
cainp, a manufacturing concern, or an urban commercial development 
such as some reserves are operating, organizing is greatly needed 
for an efficient and growing operation. 



Indicator 

11. llave the students do one or both of the following exercises. 

a. Ask the students to construct an organizational cliart of the 

. school or some other organization wliich they know well. Clieck to 
see if the organizational chart obtained follows the principle of 
organizing. 

b. Ask the students to form groups of four or five students. Have 
each group develop an organizational chart for an outfitting 
camp owned by a band. 

The outfitting camp has a general manager, a supervisor of lodging, 
supervisor of food seivices, manager of the retail store, and a 
manager of guides services. There is an accountant, a secretary, 
and a promotion and public relations officer. ' There are two 
helpers in the food services, one clerk in the store and ten 
guides . 

Ask what problems may develop in a practical situation with an 
* outfitter camp as suggested above. Are board members likeJ.y to 
. accept this type of organizational chart? 

Mave each group put these organizational charts on the flip chart 
and discuss them with the group. 
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SUBJECT 



PERSONNEL MANAGEMENT 



IJ5SS0N PM2 WHAT IS PERSONNEL MANAGEMENT ? 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Students who take this course often have difficulty seeing tliem- 
selves as euployers. Ihey tend to look at things from the employee's 
point of view. Hence, one overall purpose of the Personnel Management 
subject area is to overcome the ''enployee" bias of the students. 

Also, some students have . difficulty (in fact, they question) the 
inportance and relevance of studying anything about Personnel Management. 
Ihese students do not see tJiat topics discussed in this subject have 
much to do with startiag and operating a small business. Thus, a second 
overall objective of this subject is to change such student attitudes. 
We want them (preferably early in the course) to realize tliat the topics 
we discuss in this subject are inportant and relevant to the students* 
goals, whether these objectives are: 

1. to start and operate their own businesses 

2 . to manage a business for someone else 

3. to work for some government department. 

Also, 'there is a need to enphasize that tlie ijiportance bf studying 
how to manage people holds whether the businessman has none; one, ten 
or a hundred people working for him. This is true because: 

1. if he has no enployees, he still has to deal with customers, sup- 
pliers, government agencies, etc. He can draw on his skills in 
managing people to help him succeed in these interrelationships; 

2. if he has one or more enployees, tlie need for knowledge of principles 
of managing are obvious, and furthermore, apply equally as well 
whether there are few or many enployees. 
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Hie instructor should appreciate that tlie earlier in the course he 
can accomiDlisn tliese overall objectives, tlie more the students will 
get out o£ the content of the lessons in the Personnel Mmagement suJ^ject. 
Students who have graduated 'from the course and have been in manage- 
ment for awhile have indicated tliat enphasis should be placed on tlie 
Personnel subject. 

Tliis lesson, P]v2, will begin the work towards these ovc^rall ob-. 
jectives. 



OBJECTIVE 

Tlie students will be able to define. the term "Personnel >fanagement" 
and will discuss it^s inportance ; tliey will consider some of the jobs 
involved in managing people. 



RF.SOURCES REQUIRED 

1. ' Flip chart , 

2. Projectual, PN2-1, "Employer or Enployee" 

3. Case PM2-1, ''Joe Hires a Helper" 

FM2-2, 'T3is organized and Going Nowhere" 



MEIHODOLOfft' 



1. Do not hand out Readings. 



OBJECTIVE: IHE STODENTS WILL BE ABLE TO fiEFINE THE TERM PERSOfflsEL MAN- 
. AGEMENT .^ND WILL DISCUSS ITS IMPORTANCE; IHEY WILL CONSIDER 
S»'IE OF THE JOBS INVOLVED IN MANAGING PEOPLE. 



Stimulus 

2. Hand out Case P^12-l, "Joe Hires a Helper", and have the students 
read it., — ' ~ ' 



Clarify Problem ■ ' • 

3. Answer questions at end of case. 

4. Have students list on the flip chart tlie jobs which they feel are 
involved in perJoimel management. 
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Provide Iiifomiatiou 
5 . Hand out Headings , 

6, Read Purpose ^d Introduction, and Sections 1 - 3. 



PURPOSE ' ■ 

In tiiis lesson you will discuss tlie meaning o£ ''personnel 
'tonagenent" and tiie reasons why ability in managing people is 
important. 

INmODUCTION 

Regardless of what ty^^e of business career you dioose in the 
future, you will be dealing witli people. If you start your own 
business, or i£ you manage a business for someone else, you v/ill 
very likely have people working for you at some time. Will you be 
able to manage enployees? Will you be able to select, train, com- 
muiiicate with and discipline enployees? Will your employees enjoy 
working for you? Will tiiey respect your judgment and decisions? • 
Will tliey feel free to discuss business activities and problems 
v/itli you? Will tliey try to do tiieir job to the best of their a- 
bility? Or, will tliey do only what they have to do? Will tliey 
/ be discontented? Will they work only until they can find a better 
job? 

' Generally tiie answers to tliese questions will depend on how . 
capable you are at managing people and thir. means more than just 
telling people what to do and forgetting about them. 

As you saw in lesson MP2, ^'Ihe Individual and His Needs'^, and 
lesson F^ll, 'TVliy People Work'', people have different needs, lliese 
needs must be recogiized and efforts must be made by management to 
provide a work setting in which tiiese needs can be realized. 

Satisfied workers generally work better aiid harder than frus- 
trated ones. Witliin. limits , ^happiness increases efficiency in a 
business, while efficiency helps create a happy work setting. How- 
ever, not all \sork can be well-paid or satisfying, and not all rules 
and regulations cm be made acceptable. , Ihe object should be to 
create a work situation whieh minimizes undesirable factors and 
provides for tiie maximum satisfaction possible. 
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Miat is Personnel Management ? ' 

Personnel management may be defined as selecting, 
training,' developing, and directing eirployees so that the 
needs o£ both tlie business and its enployees are met. 



The Inportance of Personnel Management 

If you have enployees, skill in dealing with or managing 
peoplfe can iirprove tlie chances of your business being suc- 
cessful. For exanple, if tlie relationship between you and 
your enployees is good: .. . 

a. Haey will work more efficiently; 

b. Uiey will be happier; ' 

c. Morale will be higlier; 

d. Tliero will be less absenteeism; 

e. Ihefe will be less employee tumoA/e.r. 

As a result, your enployees will likely be more courteous and 
pleasant to your customers than would otherwise be the case. 
Tnis can be very iirportant because: > 

a. Customers will . enjoy coming to your place of business; 

b. You. will likely have steady customers who return time 
after time; 

c. Your business will have, a good reputation in the com- 
munity. 



The .Types of Jobs Involved in Personnel Management 

Managing people involves the following types of activ- 
ities: • 

a. de-ciding wliat work (tasks) must be done o 

b. .-P^et^niuning the nunfcer of enployees required 

c in'^ting applications by advertising, word-of^jroum, etc. 

d. " in} {.rviewing applicants ^ 

e. sj^iicting the workers who have the qi^alifications you 
; ._reqviire 

f . train.ing your new enployees 

g. giving workers responsib. J.ity 

h. measuring perforr-iance 

i. disciplining workers. 

Communication plays an inportant part in personnel man- 
agement. You must have the ability and willingness to com- 
municate,. Ihis ability is necessary in: 
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a. training workers i 

b. giving workers responsibility f'^r certain tasks 

c. evaluating performance "of workers 

d. dealing witii worker coirplaints 

e. iiandling problems of lateness and absenteeism. 

Effective communication will help ensure tiiat your 
workers are informed about all aspects of tlieir duties. As 
a result tiiey will likely be happier, and morale will be 
higiier tlian would otlierwise be tlie case. A very positive ef- 
fect of high morale is good customer relations. 



1:. Discuss eacii section and relate the jobs suggested in Section 3 to 
fliose on tlie flip diart. Did tlie students have a good idea of tlie 
jobs of personnel management? If tliey did not, it may be worti^wliile^ 
to spend additional time discussing the job of personnel management. 

8. Show Projectual PM2-1, "Enployer or Employee*', and ask what tlie ad- 
vantages and disadvantages of eacii are. Keep lower left hand part 
of tlie projectual covered. List advantages and disadvantages on a 
flip cliart, 

9. Ask students how they see themselves in the future: as eirployer or 
en$?loyees. How would they feel most comfortable? IVhy? Try to get 
discussion going on the differing responsibilities and skills required 
of a boss and a worker. 

10. Point out to the students: '*As future owner -managers, you may have 
other people working for you. Hierefore, you will need to learn 
^ometliing about how to manage workers." Tlien mention: "Enployers 
have fun too, you know!'* and show bottom left-hand comer of the 
projectual/ 

11. Read Section 4 of Readirjs and discuss. 



4. Summary 

Personnel- management is the management of people in sucJi 
a way that both the needs of the business and' the needs of 
eacii enployeo are met as far as possible. 

, If workers are happy, tlieir morale is usually liigher :jju1 
tliey will do a better job. However, it must* be rocognized 
that work is not always pleasant, and workers -do not alw. ^.s 
agree, with rules and regulations. Ihis mecuis tliat some rkers 
will be ur;happy at times and may become discouraged ove ?r- 
tain aspects of their work. A iiuinager Ccin often overcojjie such I 
• problems by being an effective communicator. Often workers 
may not enjoy seme of tlieir tasks, but xi the reason for :ajid : 
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■PM2-1 EMPLOYER OR EMPLOYEE 
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tlie inportance of these tasks is fully explained^ tl\e workers 
will be more willing to carry them out. 



Indicator 

12. Hand out Case Pi»2-2, ^^Disorganized and Going Nowhere^*. 

Read the case, and answer tiie questions at the end of tlie case. 
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SUBJECT 



PERSCMEL MANAGEMENT 



LESSON PM2 mm IS PERSONNEL MANAGEMENT? 

CASE .PM2 - 1 
JOE HIRES A HELPER 



Old Joe Krol ran his own service station for twenty years. He did 
everytliing himself; pimped gas, repaired engines, kept books, shovelled 
snow, fixed tires,' drove tow truck, swept floors, ^tc. 

Joe Was a very friendly fellow. He was a hard worker and always 
treated his customers well . His business grew quite a lot over the 
years. In fact, business was so good Joe felt he couldn't do everything 
anymore* He decided he had to hire a helper. It wasn^t an easy de- 
cision for him to make . He had been used to working alone all these 
years. He knew all the troubles other small businesses in the area had 
trying to get and keep good workers. But Joe thou^t if he went about 
things in the rigjit way he shouldn't have all the problems other busi- 
nesses had. Here is how Joe reasoned things out. 

"I really h£../e two probleins, Qie is finding tiie ri^it man and the 
other is k eeping him once I^ve got him . It's easy to lose a good man. 
Otlier fellows will try to grab him from me once I've trained hini/' 

"To make sure I get the right man, I think I'll do these things: 

1. Figure out what jobs I want somebody to do. I want to 'keep doing- 
some jobs myself. 

2. Write down all the. jobs this man is going to have to do. 1^11 de- 
scribe tJie.job in detail so the guy knows what he's ejected to do. 

3. Write down what type of man I want. I don't want every Tom, nick 
and Harry thinking' he can qualify for the job. M/ business 
important. I want someone who knov/s the service station business 
and who will know how to serve my customers so -hey are satisfied. 
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4. After I've done these things I'll write a job ad and ^t the vvoru 
out that I need a helper. I can stick soms ads around the 
village and I think I^'l put it in the paper over in the- next town, 
it only costs $2.00 for a week. This should give ine a good ex- 
posure. The niore peorie vhat apply, the better chance I have o£ 
finding the kind of guy I need for the job.'' 

(Here is Joe's job ad) 

WANTED: Helper For Service Statio n 

Good opportuiity for neat, honest and reliable man 
between 20 and 45 years. Mivst have previous ser- 
vice station o^erience. i^ply in writing or call 
Joe's Service, East Hill. 

5. "I'll handle the men that apply like this: 

a. I'll look at the letter I get. If the fellow looks good, I'll 
ask him to drop in to see me. 

b. I'll interview those that drop by (and those I ask in). I've, 
been in this business a long tine and I think I know a good 
service station man when I see- one. Just to be sure, I'll 
ask him a lot of questions to size him i:ip. ^ 

c. If I like the guy after the interview,- I think I'll test him 
to see if he can do the jobs. I -11 ask him to serve a few 
customers, grease a car, change oil, drive the tow truck, 
etc. A lot of gL^s will tell you they can do a thing but when 
they try they're no good. This will also give me a chance to 
see how much training the guy will need. I don't mind training 
him sone, but I can't afford to jpend a year at it. 

6. Then I'll take the guys I like best and check up on them. They'll 
have to tell me where they've worked before, vAiere they come from 
and who knows them wel3.. I^ve seen businessmen get fooled before. 
The guy looked real good at first sig^t so they hired him. But 
later they found out he got into a lot of trouble. I'll check first 
to see if anybody who knows this guy (especially his past boss) 

has anything bad to say about him. I think I'll visit his past 
boss in person because a lot of guys don't want to talk about per- 
sonal matters on the phone or in a letter. 

Now, I'll pick the best guy for the job. I only need one fellow so 
I'll offer the job to the one I think can do the job the best. 
I'll offer him $2.00 an hour. If he wants more I may go iip to $2.25. 
Some operators pay their helpers a bonus for every car they grease 
or oil. But that's no good because the fellow just tries to force 
customers to ha^;e their cars done even if they don't need it. Some 
fellows lose a lot of custoin^^rs that way. 
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8. If I get a real godu helper ^ I want to be sure to keep him happy 
so he won't quit. I think l.idt if I'm a good boss he will stay. 
M>^ ideas of a good boss is one who: 

a. understands people 

b. doesn't breathe down worker's nec- 

c. gives the worker some responsibility 

d. sits down and talks things eve x with his workers now and then 

e. is a good listener 

f . is fair with the worlcers 

g. praises the worker \>fheu he does a good job 

h. can give a worker hell when he deserves it but without making 
him feel two inches hi^. 

I figure if I do these things^ I'll get a f,ood helper and be able 
to keep him." 



Questions for Discussion 

1. What are the steps Joe went througjx in hiring a worker? List them. 
Discuss them. 

2. Do you agree witli Joe's idea of a good boss? 

3. Do you think tJie ability to manage people is an important skill 
for a businessman to have? 

4. What is meant by the tem "personnel management"? 



SUBJECT 



PERSONNEL MANAGEf^ENT 



LESSON PM2 WHAT IS PERSONNEL MANAGEMENT? 



CASE PM2 - 2 
DISORGAiJIZED AND GOING NOWHERE 



Ihe coMimity o£ Pine Bluff had a lot of unenployed men, A few 
men fanned and a few fellows worked for the Department of Natural Re- 
sources (D.N.R.) but most men just had odd jobs (fire fighting, wood 
cutting) at different times in the year. 

In 1972 a pixlp conpany announced it was going to build a big mill 
near Pine Bluff. Ihe mill was going to pay $20.00 a cord for pulp wood 
to anybody who wanted to lease a piece of bush and cut pulp. 

The people in Pine Bluff were quite excited at this announcement. 
However, there was one problem. None of the men could afford to buy 
tlie equipment needed to have an economic pulp cutting outfit. Ihe only 
way they could raise the money was to get together and form a co-op. 
This way each man could put in what money he had and the rest could be 
borrowed from a bank. 

Hiere was a big meeting. Almost everybody from the community was 
there. It was agreed that a pulp cutting co-*op would be set up. The 
equipment was ordered and the bush was leased. Fifty men joined the co- 
op. 

« 

/(bout one month after tlie pulp cutting began the men ^^ere fighting 
amongst themselves. Some of the problems were: 

1. Some men did more work than others but didiiH get any more pay. 

2. Some men missed a lot of work, especially right after pay day. 

3. The helpers that were hired were lazy and a lot of them quit. 

4. Biere were too many men working around each machine; tlie machiuo 
couldn't keep vp. Nobody wanted to repair the madiiiics. Sonr 
that were repaired broke down again. 
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5. Everybod"' had different ideas on how things should run. Tliere 
weren't any nieetings held to yut the nien*s thoughts together.' 

6. Nobcdy knew who was in cliarge of what job, Soine jobs weren't done 
because nobody took responsibility for them. 

7. "he people were ''disorganized and going nowhere'*. 
Questions for Discussion 

1. IVliat personnel iranagement problems do you see in tliis case that 
need to be solved? List them. 

2, How would you solve tliese problerisf List your suggestions. 
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SUBJECT 



PERSCMsEL MANAGEMENT 



LESSQN PM3 DIFFERENT TYPES OF LEADERS 



INSTRUCTOR'S GUIDE 



OVERVIEW . 

Anyone who has o'.^^.cr people working for him should consider what 
kind of leader he is. 'IMs self-analysis is helpful in that it points 
out where the leader can improve his management of people. 

Hie' students should be considering now the kinds of leaders they 
will e^^ntually be. Hiis lesson exposes them to the various 'styles' 
of le?tdership that have been identified and described. The main points 
of the lesson are: • 

1. Different styles of leadership (or ways of treating workers) do 
exist. 

2. Any style can be successful in certain circumstances, but there 
are some styles tliat tend to produce better results. 

3. The style of leadership has a tremendous effect on how the workers 
feol and work. 

4* Just as styles of leadership differ among bosses, so there are 

different types of worke-^-s. Students should realize that different 
workers may have- to be treated differently. 



OBJECTIVES ... 

1. The students will discuss various styles of leadership. 
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2,. 'Ihe students will analyze the assumptions tliat underlie tlie various 
styles of leadership. 

3. 'Ihe students will consider the style of leadership which they will 
adopt. 



RB^IOCE MA\cR"AL FOR INSTRUCTOR 

1. Longenecker, Justin G. Principles of Management and Organizational 
Behavior . Columbus, Qiio: Qiarles E. Nbrrill Publishing Co. 
1969, pp. 464 - 488. 



RESOURCBS REQUIRED 

1. Case PM3-1, "Different lypes of Bosses^'. 

2. ' Case- PM3-2, 'Two Ways to See Workers". 

3. Projectuals: PM3-1, '"What Kind of Boss Are You?'' 

PM3-2, "Different Types of Bosses" 

4. Films: "Supervising Workers on the Job" (10 min.) 

"Supervisor As a Leader - Part I" (14 min.) 
"Supervisor As a Leader - Part II" (13 min.) 
"How Good is a Good Guy?" (10 mn.) 

5. Videotape, "Late for Work" (3, min.) 



METHODOLOGY ' 

1. Hand out tlie . Readings , read the Purpose and Introduction. Sliow 
Projectual PM3-1, "IVhat Kind of Boss Are You?" 



PURPOSE ' 

In tliis lesson you.will ^discuss the different types' of leaders, 
managers and bosses, which are found in business and in other or- 
ganizations. First you .will consider the different leadership 
styles and the v/ay that leaders who adopt these styles see their 
workers. ^ Then you will consider how you intend to treat your em- 
ployees, ' 
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PM3-1 WHAT KIND OF BOSS ARE YOU?' 



SUBJECT 



* • 



SER/AL NUMBER 



A 



WHAT KIND 
OF BOSS 
ARE You r 





HOW WOULD YOUR 
BMPLOYEES ANSWER? 

• DOES YOUR BOSS INFORM YOU OF. 
WHAT IS HAPPENING? 

• DO YOU KNOW WHAT IS EKPECTE^ 
OF YOU? 

• DOES YOUR BOSS PRAISE YOU 
WHEN YOU DO -.GOOD WORK? 



[nCNIFAXj * 



• TECHINCE lEMPLkTE* 



• TECHINCE TEMPUn* 



•TECHINGE TEMPUTE* 



nCNIFAX FltlABLE TIUNSFAIIENCY MC 'NT 
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INTOODUCTION 

Many people think tliat they would make a good boss; however, 
tliere are few really good bosses. As a future nianager or owner- 
iiiaiiager, you will have to think al^out tlie kind of boss you will 
be. Will you be selfish or friendly?. Will you be severe and 
strict or lenient and' easy-going? Wliat ass luipt ions will you mal^e 
about people? Will you think your workers are incompetent, lazy 
and not to be trusted, or will you- think they are conpetent, will- 
ing to work and trustworthy? ^ 

Ihese are soine of tlie questions you should ask yourself. You 
must realize tliat the way you behave as a boss or leader will liave 
a big effect on how your workers feel and work, 

111 ink of some of the bosses you have had. Mi at did you think 
of tliem at tlie time? Will you boss your en^:)loyees the way they 
bossed you? 



OBJECrnO^ 1; HIE STUDENTS WILL DISCUSS VARIOUS STYLES OF LEADERSHIP. 



Stimulus 

2, Hand out Case B13-1, ^'Different Types of Bosses", and read over 
witli tlie group. 

Clarify Problem 

3, Discuss the questions at end of tlie case: 

a, *%iat are the different types of bosses talked about in tliis 
case? Wliat names can you use to describe eacli type?" 

b, '^lat kind of bosses have you had?" 

'Ilie students should see tliat different styles of leadership are 
possible, and that no one style is best in all circumstances. 
Point out that a good boss has to be flexible. He had to be tougli 
in some situations and easy in others; but he must be fair in all 
situations . 



Provide Infonnation 

4. Read Section 1 a. of the Readings. 
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CQNTENT 

1. Wliat Are Styles of Leadership ? 

Styles o£ leadership are the many different ways of man- 
aging workers . No one style is best in all cases, althou^i 
some styles are generally better than otliers. , A boss must 
be flexible in dealing with his workers; he may* have to be 
severe witli soiie employees at certain times, and easy with 
others. Eacli worker should be treated as an individual. 

The style of leadership shown by a boss depends greatly 
on the type of person he is, and on the kinds of workers he 
has to lead. To help analyze your leadership style, we will 
discuss two diijferent ways of looking at leadership. Since 
tliese two approaclies take different points of view, it is not 
possible to compare the two point for point. If you are at 
one end of the scale on one approacli, you are not necessarily 
on tlie same end of the scale on tlie other. Hie two approaclies, 
concerning the leader's attitude toward siipervision and dis- 
cipline and toward worker participation, are presented here 
to encourage discussion and reflection on tlie t)^ of leader 
you see yourself to be. 

^' leader's Attitude Toward Supervision and Discipline 
This approacli concerns the ways in wliicli a leader su- 
pervises, gives orders and disciplines his workers. 
In your experience, you have probably seen bosses who 
are the hard, toug^i, dictator- type. You have probably 
seen other bosses who are wishy-washy^ and cannot make 
up their minds or give orders. You may have seen bosses 
who are between tliese two extremes. We can picture this 
style of leadership on a scale. 



] Severe, Dictator-Type Boss 

Fairly Strict Boss 

Moderate, In-Between Boss 

^ Fairly Lenient. Boss 

I Soft, Easy-Going Boss 

Hiere are many words arid phrases to describe these types 
of bosses. Hie phrases listed below apply to the types 
at either end and the middle of the scale* However, 
most bosses do not fit these types exactly, but have some 
cliaracteri sties from each side. 
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Tou^, Dictator- 
lype Boss 

Ihinks workers al- 
ways have to be 
told exactly vdiat 
to do, and vAien 
how to do it. 

Tliinks that 
woikers general- 
ly canaot be 
trusted to work 
without his su- 
pervision. 



Disciplines his 
workers harshly 
forgets they 
are human and 
have feelings. 



In- Between Boss 

Thiiiks workers 
need soine guid- 
ance in what to 
do, aid when and 
how to do it. 

Thinks of each 
worker as an in- 
dividual; sees 
some who need a 
firm approach 
and, others who 
work best with 
an easier ap- 
proach- 
Knows how to be 
flexible; mat- 
ches his disci- 
pline with the 
particular situ- 
ation. 



Soft, Easy- 
Going Boss 

Uiinks workers do 
not need to be 
bossqd at any 
time or for any 
job. 

Lets his workers 
do as they please; 
lacks ability to 
make decisions 
and to supervise. 



Does not disci- 
pline his work- 
ers ; afraid of 
hurting their 
feelings , 



Ihe qualities o£ the In-Between Boss seem to be ideal 
because he is flexible* in all situations; in real life 
we seldom find a boss who matches these qualities ex- 
actly. Leaders usually rate some\\4iere on either side 
of the scale, or else switch from side to side ac- 
cording to the circumstances. 



5. Pead Section 1 b, and discuss. 



b, Leader^s Attitude Tward Worker Participation 

Hiis approach to leadership concerns the ways in which a 
boss involves his workers in the decision-making process; 
how he encourages his workers to take an interest in., 
and participate in, the affairs of the business. I4)st 
workers like to be invclved to some extent in making de- 
cisions about the work they are doing, and a good "leader 
will encourage them to do so. This helps build better 
iiK)rale among the workers. Again^ a scale will illustrate 
the different degrees to which leaders involve workers 
in making decisions. 
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Makes Decisons, Then Tells Workers 

Tries To Sell His DGcisons To Workers 

Irvolves Workers Freely in Making Some Decisions 

Consults Workers Before Making Decisons 

Lets Workers Make Decisions lhat Concern Them 



It is mucii more difficult to describe tJie ideal in terms 
of tlie leader's attitude toward worker participation . 
Ihe personalities of the leader and tlie workers, and the 
tvnpe of work all hc^ve to be considered in establishing 
a leadership style in tliis area. 

i.j3ne rally, a good leader will encourage his workers to 
participate in making tliose decisions tliat concern them. 
Often tliis means that tlie more responsibility a worker 
has, tlie more he will be involved in decision-makLig. 
Employees often have good ideas whicli can help the boss 
in his job. However, he must always remember that he is 
tJie boss, and his objective is to ensure that the busi- 
ness meets, or moves toward, its goals. 

In some cases, workers do not want to participate in de- 
cision-making. Also some very capable leaders do not 
want to bother involving tlieir workers, or do not feel 
it would be worthwhile. Eacli leader must determine how 
he best operates in view of all the circumstances; doing 
the best possible job for the business, yet considering 
tlie workers* need to be involved. 

Whatever attitude toward worker participation a leader 
chooses to adopt, it is iirportant tliat he be able to an- 
alyze his behaviour to see if he is doing the best he 
can under circumstances. 



6. Show film, "Styles of Leadership" [26 minutes) 

a. Summary of Film Content 

The setting is in a xatlier large biisiness. Ihe film shows 
how four different types of leaders handle a business prob- 
lem. : 

(1) One leader just TELLS his workers what to do and how to 
do it. The workers are not involved in tlie decision. 

(2) One leader SELLS the workers on doing a good job. The 
workers are not involved in the decision. 

(3) One leader CONSULTS - with the workers oti how the job 
should be done. The workers have some say in tlie decision. 
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(4) Cue leader JOINS the workers. The workers make the de- 
cision themselves witliin certain limits set by tlie boss. 

A chart is made to show these four different leadership styles 



BOSS C^LY IS IMPORTANT WORKERS ARE ALSO IMPORTANT 



BOSS USES HIS 
AUTHORITY. WORKERS 
DON'T HAVE ANY SAY 
IN WHAT WORK IS 



DONE^DK HOW IT IS v^S 

DONE 



4^ 



WORKERS HELP BOSS 
>^ TO DECIDE WHAT TO 



DO AND HOW TO DO IT 



b. How To Introduce Film 

This film is quite complex in language and concepts; however, 
it may reinforce some of the lesson material. 

Mention: "The film shows how four different types of bosses 
handle a problem. You should watch for ways the workers are 
affected by each type of boss. Also you mi^t think about 
what kind of boss you will be." 

c. Qi^stions 

(1) "Can you draw tlie cliart showing the four different types 
of bosses in the film?" Check to be sure students un- 
derstand words used on this chart. 

(2) "What words or sentence;; can you use to describe each 
style of leadership?" b:)ok for suggestions similar to 
the following: 
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'lELLS 



SELLS 



CONSULTS 



JOINS 



- a dictator 
" uses a lot 



tou^i boss 
tries to 
conAonce 
workers tliat 
his way o£ 
thinking is 
best 

has some 
respect for 
worke rs * 
feelings 



- asks workers 
to help him 
make decis- 
ions 

' respects 
workers ^ 
feelings 



- friendly boss 



he believes 
workers 
have good 
ideas which 
will help 
work get 
done better 
he gives 
general in- 
structions 
and lets 
workers do 
their job 
provided 
tliey follow 
general 
guidelines 



of autliority 



- hard boss 



- tells workers 



what to do 
and liow to 
do it 



- lie doesn*t 



- • makes workers 
feel good be- 
cause they 
have had a 
part in mak- 
ing decisions 



give any re- 
sponsibility 



to workers 
- he doesn't 



listen to 



workers * 



suggestions 
- he doesn't 



trust workers 

- he thinks 
workers are 
duirib 

- has no re- 
spect for 
workers * 
feelings 

7. Show Projectual PM3-2, "Different Types of Bosses", which is a 
more sophisticated version of the chart presented in tlie film, 
"Styles of Leadership". 

8. Point out: "You have seen tliat , there are different ways tliat a 
leader behaves in regard to supervision and discipline. You have 
also seen that tl\e way a boss behaves, or the style o£ leadership 
he uses, affects the workers participation. Now have you de- 
cided on \A\at style of boss you ar^j .going to be?" 

Discuss by asking eacli student to express how he feels he will be- 
have towards his employees. Encourage tliem to talk, about how they 
tliinlc their behaviour as a boss will affect enployee' morale and 
work vTaality. 



Indicator 

9. Group discussion. 
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PM3-2 DIFFERENT TYPES OF BOSSES 



SUBJECT 



•3lV1dW3l 33NIH:]]1* 



SERIAL NUMBER 

' •3l\ndH3l 33NIH331* 



DIFFERENT TYPES OF BOSSES 



SUBORtOndATC 

CENTRED 
LEADERSHIP 




[TBCNIFAX] 

form No. 267 
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OBJECTIVE 2: m STUDENTS . WILL ANALYZE THE ASSUMPTIONS THAT UNDERLIE 
THE VARIOUS STYLES OF LEADERSHIx^. 



Stimulus 



Hand out" Case PM3-2, '*1\vo Ways to See Workers'*, and read over 
witli the group » 



Clarify Problem 

2. Discuss questions at end o£ case. 

a. 'HVlio do you think is ri^t, BobS X or Boss Y?" 

Students will likely choose Boss Y, but you should ask: 
"Are some of the things Boss X says true? Are sone of 
the things Boss Y says untrue?" 

b, 'Wiat name can you give to each type of Boss?" 

Have tlie students list the ways that Boss X and Boss Y see 
workers. Tor exanple: 

BOSS X BOSS Y 

Workers are naturally Workers like to work. 

1 azy . 



They don't like to work. 



They are proud. 



They can think on their 
Hiey have to be forced own. 



to work. 



They like responsibility. 



They can^ t think for 
themselves. Ihey can be trusted. 

! They can't be trusted. 

Point out that Boss X and Boss Y have different assiinptions about 
workers and human nature. Ask the students to analyze their assump- 
tions. 



Now ask: "What assumptions will yc?u make about your workers?" 
"Is there a difference in the way workers want to be bossed?" 
"Are there some situations where 'che style of Boss X is best? 
Where the style of Boss Y is best?" ■ 
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Provide Information 

3. Read Sect;ian 2 of the Readings. 



2 . L eader's Attitude Affects Workers 

- Another factor v/hich a boss should consider before he 
decides on a style of leadership is that his actions will 
affect those of workers. Anyone who acts as a leader must 
realize that his feelings show. A boss must analyze his 
feelings towards his workers; his attitudes, even if not 
spoken aloud, can sometimes have a greater effect than his 
words . 

Very often, workers will behave as the boss expects 
them to behave. For instance, if you think workers know 
• what to do and can be trusted to do their work, then they 
will probably act intelligently, take on responsibility and 
do their jobs well. If, however, you think that workers 
do not know what to do and will slack off on their jobs, 
then that's the way they will probably act. 

The way you behave and think as a boss has a great 
affect on the way your workers feel and Vvork. This is true 
no matter \iiiich style of leadership you choose to adopt. 



Indicator 

4. Groi^) discussiai. 



QBJECTTVE 3: THE STUDENT:^ WILL CONSIDER THE STYLE OF LEADERSHIP WHICH 
THEY WILL ADOPT. 

NOTE: Ifere we would like students to evaluate themselves as leaders. 

Hopefully tliey will analyze the assunptions that they make about 
human natiore in general, and workers in particular. Vie would 
like to have the students realize that their style of leader- 
ship (the assumptions they make about people) will have a tre- 
mendous effect on how their workers will feel and work , A good 
leader thinks about how others see him and about how his actions 
affect others. We don't want to suggest that there is one best 
style of svpervision. Let the students come to their own con- 
clusions. 
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Stiimilus 

1- Read the third objective to the students. 

2. Sliow tlie videotape, "Late for Work". 

Clarify Problem 

3. Ask: "Do you think the boss handled the lateness problem pro- 
perly?" How would you have handled things if you were the boss?" 
Discuss. 

4. In addition to (or instead of) the film, you may have students 
role-play some of the following situations before a videotape:. 

a. comiag to work late 

b. smoking where tliey shouldn't 

c. pay disagreement between worker and boss 

d. worker wants an advance on his pay 

e. woiker breaks equipment. 

'After eadi situation play the tape back and rnaiyze it. Ask stu- 
dents not in the role -play: "How would you have handled things if 
you were the boss?" Discuss. 



Provide Information 

5. Read Section 3 of the Readings with the groiip. Be sure to refer 
back to previous cases when discussing Readings. 



Miat Kind of Leader Will Xou Be? 

As a leader, you will have to decide how to treat your 
workers in many situations. Some of- these are: 

a. missing work 

b. arriving at work late 

c. working too slowly 

d. doing woiic of poor quality 

e. breaking equipment 

f . figjiting among then^elves 

How will you deal with situations such as these? Will 
you be able to see things from the workers point of view? 
Will you treat all workers the same or each one differently^ 
Will you be fair? 
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Being a leader can be very cliallenging. You will have 
many responsibilities, soine of tliem unpleasant ones. But 
tliere are many satisfactions in doiag a good job as a leader 
- your workers will work well, be satisfied and respect you. 



6. Show some or all of the following films depending on the interest 
of the group; don't boie them. 

"Supervising Workers on the Job'' (10 minutes) 
''Supervisor as a Leader, Part I'^ (14 minutes) 
"Supervisor as a Leader, Part II" (13 minutes) 
"Styles of Leadership" (26 minutes) 
^How Good Is a Good Guy?" (10 minutes) 

a. "Supervising Workers on tlie Job" 

(1) Summary of Film 

Setting is a shop in a fairly big business. Film shov^^s 
the kind of jobs a supervisor has to do in handling 
workers and shows how e:xperienced supervisors handle 
certain situations. 

(a) how a young supervisor handles older workers 

(b) how a supervisor handles young, untrained workers 

(c) how some supervisors write everything down in 
tlieir black books (SNOOPervise) . 

(2) Questions for Discussion 

(a) Does every worker have to be treated differently? 
Should the boss try to treat each worker as an 
individual? 

(b) Do you think a boss should SNOOPervise? Breathe 
down the workers^ necks? 

b. "SL5)ervisor as a Leader - Part I" 

(1) Summary of Film 

Setting IS in a shop of a fairly big business. Ihe film 
discusses the qualities of a good leader from the workers 
point of view. The film shows several situations: 
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Ca) A foremm fails to keep his word to a worker, 

Cb) A boss takes credit for a new idea suggested by tlie 
workers , 

(c) A v/orker quits his job because a new machine is . 
brou^t in and the foreman hires a friend to run 
tlie niacliine. 

(d) A boss weasels out of a pincli by blajning anotlier 
worker; he refuses to adinit his own mistake. 

(2) Questions for Discussion 

(a) '*Can you list the qualities workers tliink a boss 
should have?'* 

(1) always keeps promises 

(2) never takes credit for anotlier work 

(3) doesn^t pass the buck 

(4) doesn't play favourites * 

(b) ''Do you agree that these qualities are important? 
Can you list other qualities a good boss should 
have?^* Discuss, 

"Supervisor as a Leader - Part II" 

(1) Summary of Film j ' 

Setting is shop of a fairly large busijiess. The film 
shows the leadership qualities that supervisors tliem- 
■ selves tliink they should have. Several situations show 
- tliat: 

(a) a good leader takes his responsibilities in stride; 

(b) a real leader isn't afraid to give credit to his 

' ^ woikers; to let them know when they do a good job; 

(c) a good suEpervisor has to keep cool and not blow 
his lid. He had to leam to control himself if 
he expects to get the respect of his workers; 

(d) a good siipervisor has to have loyalty tc the man- 
agement as well as to the workers. 

(2) Questions for Discussion 

Ca) "Can you list the qualities the si4)ervisors think 
a good boss should have?" 
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■- ability to praise workers when tliey do a good job 

- good self control 

- loyalty to workers 

- loyalty to management 

■ (b) ''Is it important for the boss to have teclmical ability? 
Sliould he know how to do tlie work that the workers are 
doing?'* For iiistance: ''Is it iiq^ortant for a carpenter 
foreman to also be a good carpenter? 

(c) "Is it important for a boss to have human relations 
ability? Should the boss know how to handle people?" 

(d) "\Vliidi do you think is more iirportant for a boss to ha^, 
technical ability or human relations ability? Or should 
he have botli?" 

d. "How Good is a Good Guy?" 

(1) Summary -of Film 

Tlie purpose of this film is to help supervisors under- 
stand their responsibilities. It shows tlie problems that 
arise when a new boss is more concerned about his own 
needs tlian witli tlie needs of his workers. 

(2) Questions for Discussion 

(a) "IVliy does a new boss have so much trouble?" 



- he hasn't had experience as a boss 

- he is nervous 

- he may be bossing some of his /friends 

- he may try to please everybody. 

7. Read Section 4. 



4. Summary 

In this lesson you have seen that there are many dif- 
ferent styles of being a leader; each may have its place 
according to tlie circumstances. You have seen also that 
there are different kinds of workers who require different 
styles of leadership. Some workers need closer supervision 
. and firmer discipline than otliers. 
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The manager o£ a business must be flexible in his ap- 
proach to tlie workers from tlie points of view of si5)er- 
vision, discipline and participation. A good leader can 
usually get the best results from his workers and provide 
tlie m wi til tlie most satisfaction for tlieir needs and wants. 
A good leader sees eacli enployee as an individioal human 
being. • 



Indicator 

8. Groi^) discussion. 
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SUBJECT PERSONNEL MANAGEMENT 



LESSON PM3 DIFFERENT TYPES OF LEADERS 



CASE PM3 - 1 
DIFFERENT TYPES OF BOSSES 



A road construction crew was building a road in the eastern part 
o£ the province. At night the men would all go to the local beer parlor 
to wash down the dust with a few bottles of beer. 

One night they were talking about their boss, Dick Smith. Here is 
what some of them had to say: 

Alex: '^Dick is a better boss than the one I had on niy last job. 

My last boss just barked out orders and didn't let us do*any 
thinking on our own. He sure was miserable. Dick doesn't 
bark out orders, he lets us decide how to do a job after we 
have talked over the work with him.'' 

Bill: "Yes, but Dick is tough coirpared to one boss I had two years * 
ago. Tliat guy was so soft he let the workers do A^^latever 
they wanted. None of us did much work on that job. That's 
no good, you know. The boss shouldn't be too soft. I think 
Dick is about right."- 

Old 

Archie: "I've .worked on about fifty different gangs and eveiy boss 

I've had is a little different . I've had some tou^, miser- 
able bosses and some real soft "wishy washy"^ useless bosses. 
I'd say Dick is about half way between. He doesn't just 
tell people what to do and that's it. He asks the worker 
what he thinks. Sometimes a worker has a job figured out 
better than the boss. Dick will listen to the worker's sug- 
gestions. He's a good boss, I figure. He doesn't let the 
boys walk all over him. He's just right. Not too hard and 
not too soft." 
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Qiestions for Discussion 

1. Miat are the different tyres of bosses talked about in this case? 
Miat nains can you use to describe eadi type of boss? 

2. Ml at kind of bosses have you had? 



SUBJECT PERSONNEL MANAGEMEOT 



LESSON PM3 DIFFERENT TYPES OF LEADERS 



CASE. PM3 - 2 
TWO WAYS TO SEE WORKERS 



Two supervisors, Boss X and Boss Y, are talking. Each boss is 
giving his ideas on how he sees workers. Their conversation: 

Boss X: "You know, Pve been a boss £cr eleven years. I've had a lot 
o£ different guys working for me. I've learned a few things 
about workers: 

Workers are naturally lazy . They don't like to work . 
You have to force tl^em to work . 

You have to tell them every little thing, they c m^t think 
for themselves > 

You have to watch them all the time. You can't trust them. 

il 

Yes sir, that's ^at I've learned about workers. Nobody can 
. tell me differently." 

Boss Y: (To Boss X) . "I don't think you're right. I've been a boss 
for a long time too. People aren't as you say. Boy, I'd 
sure hate to work for you if that's the way you see workers. 
You've got it all wrong* This is how I see workers: 

Workers aren't lazy. They get a lot of satisfaction out of 
work. 

They don't have to be forced to work. Most of them tako 
pride in doing a. good job , and c an think tliins^ o ut For 
themselves. 
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You shoulcLi^t \. atch workers too closely because' they like to 
take responsibility. They work better if the boss duesn't 
breathe down their necks. You can trust them. 



Questions for Discussion 

1. Who do you thi.nk is right. Boss X or Boss Y? 

2. IVhat name, can you give to each type of boss? List the ways each 
boss sees workers. 
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SUBJECT PERSONNEL MANAGEMENT 



LESSON PM4 MORALE IN YOUR BUSINESS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

This le5:3on consists o£ a general discussion o£ morale. Possibly 
the best way to handle this lesson will be to encourage the students 
to look at the present level o£ morale in their own group. The in- 
structor should ask individual students to volunteer their personal 
experiences throughout the discussions. 

It is inportant that'the^ instructor read the reference material, 
'Managing for Better Morale*^ by M.M. Bruce, before giving the lesson. 



OBJECTIVES 

1. The student will leara the meaning of morale. 

2. Tne student will leara what makes up morale and tiae importance of 
morale. 



REFERENCE ^ ■\ TERLAL FOR INSTRUCTOR 

1. Bnvie, M.M. "Human Relations in Business". Small Business Mamagement 

Series No. 3, Washington: Small Business Administration, 1969. 

2. Bruce, M.M.' '^Managing for Better Morale'! Small Marketers Aids 

Annual No. 4, Washington: Small Business AdTunistration, 1962. 
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. RESOURCES REQULRBD 

1. IWo flip charts. 

2. Blank sheets o£ paper for each student. 

3. F.ilmstrip and record: "Tne Power of Store Morale". Nferchandiser 
Film Production, 419 Park Avenue South, ?tew York, N.Y. 10016. 



MBTHODOIOGY 

1. Do not hand out Readings at this point. 



OBJECTIVE: THE STJDENTS WILL LFARN THE MEANING OF MORALE. 

i 

Stimulus 

2. Ask students: "Is the morale o£ this group hig^ or low?" 
ENCOURAGE all the students to t^ke- part in this open discussion. 

Clarify Problem 

3, Ask: "What do you think the word morale means?" Have one of the 
students list the various sug^stions on the flip chart. 

EMPHASIZE that morale is a word a>n.th many meanings, for example: 



Provide Information - . 

4, Hand out Readings and go over Purpose, Introduction and Section 1. 



In this lesson you will discus.s what morale is, consider 
why you should kiiow something about morale in your business, and 
learn some ways to inprove the morale of your workers. 



a. 
b. 



d. 



the absence of conflict 

a feeling of happiness 

a feeling of self-respect 

the "we" feeling of a group of people* 



PURPOSE 
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INTRODUCTION 

There seems to be little doubt that workers with high morale 
will perform more and better work than id. 11 workers with low 
morale. As a manager or owner -manager , you will want high morale 
and good ivork in your business; indeed, very often the success of 
a small business depends on the morale of its workers. 

Although you will learn in this lesson the factors -v^diich 
make up morale, you will find ivhen operating your own business 
that it is difficult to generalize about improving morale. The 
needs of the workers and of the business must be considered. 



CONTENT ■ 

1 . IVhat Does Morale Mean ? 

The word morale has been used in many different ways. 
For our purposes we can say that morale is a feeling or an 
attitude that people have about something. Therefore, 
employee morale is really the feelings and attitudes of your 
workers toward you, the other workers*, the working conditions, 
and the business in general. 



REFER back to lesson PMl, 'UVhy People Work" and relate the basic needs 
idea to morale (example, morale is closely tied to the needs of 
workers. If all the workers' needs are satisfied, their morale will be 
high. If many of their needs are not satisfied, their morale will be 
low.) 



Indicator 

5. Group discussion. 



OBJECTIVE 2: THE STUDENTS WILL LEARN WHAT MAKES UP MORALE AND THE 
IMPORTANCE OF MORALE. 



Stimulus 

1. Hand out a blank sheet of paper to each student. Ask the students., 
to think of some situation they know of where they thought , the 
morale was high or low. Ask each student to write down their 
reasons as to why they thought the morale was low or high. 
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Clarify Pix)b1em 

2. a. Have one student go to each flip chart v^ile the other 
students read their reasons for high or low morale. 

b. List the reasons given for low morale on flip chart #1, and 
for high morale on flip chart #2. 

HELP the group avoid re-writing those reasons that are obviously similar 
to one of those already listed on the flip chart. (Put a check mark 
• beside the reason on the flip chart .for each subsecfuent similar reason) . 

Provide Information 



3. Discuss Section 2. a of the Readings. 



What Makes Up Morale? 

There are many things that make up the morale of -workers 
on a job. "When you look at the following, think back to 
\Aien you were working and see if you can think of some 
exaiT^Dles . 

a. How the workers feel toward the job itself . For 
exaiT^Dle morale will be higher if the job has: 

(1) security (from being laid off or fired) 

(2) interest (work interesting, not boring) 

(3) good wages 

(4) good supervision 

(5) social contacts (friendly people to work with) 

(6) chances for getting ahead. 



Below are additional examples of factors v^ich increase morale. 
Discuss these with the group following the reading and discussion 
of Section 2. • 

a. appreciation (the job is in^Dortant) 

b. social aspects of the job (most people like to work with or 
near other people rather than alone) 

c. working conditions (should be good, for exanq^le: clean, 
ceanfortable and safe) 

d. communications (workers want to know vAxat is going on) 
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e. , hours (working long hours or having to wor: hours at certain 
times o£ the' day or week can cause poor moi^ale) 

£. ease (the job must not be so easy tliat it is boring but i£ 
it is too hard then morale may be low) 

g. benefits (fringe benefits like rest periods, getting off 
early, gifts, etc., help raise morale) 

5. Read and discuss Section 2. b of the Readings, Ask students to 
volunteer personal experiences . 



b. How the workers feel toward the boss and the business . 
Morale will be higher if the workers feel that the boss 
is fair in his dealings with them and flexible about 
supervision, discipline and participation; and if the 
business as a whole is productive and successful. 

It is said that morale is 

(1) the degree to which ah individual's needs are 
satisfied 

(2) the extent to which the individual thinks that 
this satisfaction comes from his total job situ- 
ation. 

Therefore, hi^ morale will exist when the total job satis- 
fies the many needs of the worker. 



6. Try to get the students thinking about the effects of enployee 
morale on the business as a viiole. For example: low morale of 
enployees may cause a decrease in the number of customers you have. 

. Higji morale of employees may cause an increase in the nuirber of 
customers you have. 

7. Read and discuss Sections 3, 4 and S of the Readings. 



3. How Does Your Style of Leadership Affect Worker Morale? 

The kind of boss yoL. are will have a lot to do with 
whether the morale in your business is high or low. For ex- 
ample, what will worker moiale be like: 
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a. If you are a tough dictator- type boss? (For e.xajiple: 
you think that v/orkers have to be told what to do.) 

b. If you are an in-betweener type boss? (For exanple: 
you think workers need some help.) 

c. If you are a soft, easy-going boss? (For exanple: 
you think people do not need any help at all.) 

When you are a leader you must realize that your feel- 
ings and attitudes will show, and will affect the morale and 
work of your enployees. 

Actually, the style of leadership (the way the boss 
acts and feels toward vrorkers) and worker morale (the way 
the workers act and feel toward the job and the boss) are 
very closely connected. Leadership style has a big effect 
on worker morale. 



Some Ways You Can Build High Morale 

Sometimes the manager does not know v^y his workers have 
low morale. Some managers do not even care if morale is low. 
However, if you, as an owner-managpr, want to raise the level 
of morale in your business, how can you do it? 

This is a very difficult question to answer. Every com- 
pany is different, and no two people are alike. So if you 
make some change with the idea of building morale, you can- 
not be sure all workers will be affected the same way. 

Some ways that you, as a boss, can build morale axe: 

a. Tell and show the workers that you are interested in 
them and would be glad to have their ideas on how things 
might be inproved; 

b. Treat your workers as human beings; never deal with 
them as if they were machines; 

c. Upgrade your understanding of human nature; 

d. Accept the fact that others may not see things the same 
way as you do; 

e. Communicate to the workers. Give them full information 
on things that affect their jobs. Good communication 
cuts down on namours viiich can hurt morale; 

f. Try to make the jobs interesting; 
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g. Promote people from mthin rather than bringing in an 
outsider whenever qualified people are available ii? the 
business; 

h. Give workers praise \A\en they do a good job. Do not 
take all the credit yourself; 

i. Offer criticism privately, not in front of fellow 
workers. Give workers some helpful suggestions on horw 
to improve, and point out things they do well; 

j. Think about the people involved, not just work; 

k. Be fair, honest, trustworthy, etc. 



5. Summary 

High morale among the workers of your business is 
important to your chances of success. Workers with high 
morale - that is, workers \i\o have good feeling toward you, 
their fellow workers, their working conditions and the 
business - are more interested in and satisfied with their 
jobs. This makes them more productive, i\iiich benefits your 
business. 

There are no hard and fast rules for improving morale; 
you have to look at the situation very carefully from many 
viewpoints before you can make a plan that will satisfy the 
needs of your workers and the business. 



Indicator 

8. Students should have progressed in their business project. Have 
them analyze the morale within these /work groups. Ask: 'TVhat 
could be done to improve morale?" 

9. As an alternative, have the students brainstorm ideas on how the 
class morale could be iirqiroved. 

This may provide you with insight into what the students want or 
feel about morale in the class, and may encourage better morale 
due to your interest in class morale. 
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SUBJECT 



LESSON FM5 



PERSONNEL MANAGEMENT 

ESTABLISHING THE NEED FOR NEW EMPLOYEES 



INSTRUCTOR'S GUIDE 



OVERVIEW • - . ^ . - - 

Labour costs are usually one of the higher costs ia any business 
operation. The more one can control these costs, the better the pro- 
fit picture will be. It is quite comrnon for a manager to look to . 
addi^tional eirployees as an easy answer to the overworked enployee or 
to slow service* However, as this lesson will show, the answer my 
not always be more enployees; in certain cases, it could make the situ- 
ation worse. 

Establishing the. need for new en^jloyees prior to hiring can be a 
very beneficial exercise since it is often an opportmity to carefully 
look at the business. It is also r.iportant siiice it is an expense 
which, throu^ careful manageiT>ent , can be controlled. 



OBJECTIVE 

The student will be able to discuss the factors whicti he shoiald 
consider before hiring new enployees. 



. RESOURCES REQUIRED 

1. Projectual IM5-1, 'Tfe Need More Enployees*' 

2, Case FM5-1, ''Bill Kelp Needs Help''. 
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MBTHODOLOGY 

1. Do not haiid out Readings. The lesson attempts to have students 
discover part of the material through group discussion. 

2. ' Read Purpose and Introduction. 



PURPOSE 

The purpose of this lesson is to show the necessity of ex- 
amining your business before hiring new employees, to see if you 
actually need additional help. That is, before you hire help, 
be sure you need them. 



INTRODUCTION 

f 

In future lessons you will discuss the best methods of 
hiring and managing employees. Before hiring- anybody , you 
should take a close look at your business to see if you really 
need that help. Sometimes a business falls into sloppy ways of 
doing things or' lets the equipment get run down. It may be 
that these things need improving, not that the business needs 
more help. 



OBJECTIVE: TTE STUDENT WILL BE ABLE TO DISCUSS THE FACTORS WHICH HE 
SHOULD CONSIDER BEFORE HIRING NEW EMPLOYEES. 



Stimulus 

3. Show Projectual PM5-1, *We Need More Employees**. 



C larify Problem 

4. Discuss the projectual. Discussion should raise a number of ques- 
tions , for .example: 

a. "If you have a business and are unable to keep up with the work, 
is hiring more help the only solution?'* 

b. **lVhat kinds of problems could a business have to cause a back- 
log of work?** Some problems you might probe for: 
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FMS 

PM5-1 WE NEED MORE EMPLOYEES 
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(1) inefficiency of present workers 

(2) poor work niethods 

(3) faulty equipment 

(4) poor morale. 

Ask students to think of instances they have seen of poor ser- 
vice due to inefficiency, where hiring more help would not cure 
the problem. Use flip chart to list. 



Provide Information 

5. Hand out case PM5-1, ^'Bill Kelp Needs Help'' and read. This is an 
information type of case and should provide more discussion. Discuss 
the case. Encourage students to analyze Bill Kelp's situation (by 
answering the questions) and listing inefficiencies in his business. 
Then discuss how each inefficiency was removed, 

6. Hand out Readings. Go over Readings with the group, pausing for 
questions or discussion where needed. 

7. Read Sections 1, 2, and 3 of Readings, 
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Is There a Need For New Employees? 

When the workload gets too hea^.y, it is natural for 
both the employer and workers to say> "We need more help/' 
Sometimes hiring more help actually makes things worse. 
That is why it is important to take a good look at the 
problem. 

What Should An Employer Look For? 

Before hiring more help you should look at: - 

a. Efficiency - are the present employees working effect- 
ively and well? Do they stand or sit around a lot? Is 
there much visiting and fooling aromd? If so, new em- 
ployees will not solve the problem. 

b. Space - are three people working in an area intended for 
one? Are they getting in each other's way? If so hiring 
will not increase output. 

c. Eqaipment - does equipment break down a lot? Is half 
the time of* employees spent fixing it? If' so, hiring 
more help will only mean more people standing around 
waiting for repairs to be made. 
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d. Layout - in a store, are the counters arranged so 
there is a smooth flow o£ merchandise and customers? 
In a garage, are the variolvs bays arranged for a 
smooth flow of cars, without congestion or confusion? 
If not, hiring more employees will not help the sit- 
uation. 

e. Housekeeping - is your business tidy? In your store, 
are cardboard boxes and odd bits of merchandise lying 
around the floor for people to trip over? Is your 
warehouse planned so you can .easily find a certain 
case of goods? Or do you have to inove a whole pile of 
goods to find what you want? In your garage, are your 
tools scattered all over so you cannot find them? 

Are tools and parts lying on the floor so you trip 
over them? Is grease on the floor to slip on? You 
may be busy, but hiring more help will only make more 
confusion. 

f . Morale - are your present employees happy? Are they 
working well together or are they fighting with each, 
other? Hiring more help may mean more unhappy people. 

g. Wages - can you afford to hire more help? Will the new 
help pay for themselves? 



-3. Summary 

Before hiring new employees, it is a good idea to have 
a look at your business. It may be that you need new equip- 
ment, a better layout, better housekeeping, more efficiency 
or better morale ,. rather than more employees. Only if you 
have all these and your business is in good shape should 
you start looking for more help. 



Indicator 

8. Have students take one, or two businesses they know and analyze 

whether more employees might provide better service; observe whether 
they consider the factors suggested in the lesson as possible im- 
provements before they commit themselves to an answer. 

J 
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SUBJECT PERSONNEL MANAGEMENT 



LESSON PM5 ESTABLISHING THE NEED FOR NEW ' EMPLOYEES 



CASE PM5 - 1 
BILL KELP NEEDS HELP 



Bill Kelp realized he would have to hire another clerk for his store, 
but it worried him. His three clerks were good workers and he put in a 
long day himself. Yet they could not seem to catch up on the work. 

What bothered him was that salary costs at 10^ of sales were already 
too high. Hiring another clerk would raise this to 11.5%. 

Bill decided to have a talk with Ed Powers on his, next trip around. 
Ed was salesman for Miller's Wholesale and knew. a lot about business. Ed 
never offered advice but was quite willing to discuss a problem when you 
asked him. 

When Ed came on his next trip Bill told him his problem. The con- 
versation' went like this: 

ED: '*As a gt ;ral rule. Bill, never hire help until you have had a 

good look at your business operation. Mien your business is as 
efficient as possible, then, and only then, should you hire more 
help. I have noticed that you are not making good use of your 
workers but I did not want to say anything. "Now that you have 
asked — 

BILL: '*Go ahead, I want to know.^' 

ED: 'TVell, to start with there is Susan, your cashier. She does a 

lot of visiting with the customers." 

BILL: "Susan is popular with the customers. People like her and I 
do not like to say anything." 

ED: "Susan is a fine girl and I am sure she means well but she is 

wasting a lot of time. You should have a friendly talk witF" 
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her. Tell her what you told me. Be frank about the labour costs 
and how it worries you. It is all right fcr her to visit for a 
minute or two when she has finished sei^ving a customer but then 
she should excuse herself and, if there are no other customers 
at the checkout counter, she should be dusting, cleaning, ar- 
ranging merchandise or whatever needs to be done/' 

BILL: 'Tou have a point there." 

ED: "Let us take a walk around the store/' 

They went to the back of the store and stopped in the weighing 
room. 

ED: "You still do a lot of your own packaging?" 

BILL: ^Tes, beans, sugar, dried fruit and so on comes two, three cents 
a pound cheaper in bulk. Used to put it up in my spare time 
when I first started the store. and business was slow. 

ED: "Well, that was fine when you and your clerks had time to spare, 

but it is the other way "around now. I think you should have 
the clerks keep a record of the time it takes to weigh and pack- 
age a case of each product. Maybe you are losing money." 

They next went down the basement where they found George, the 
head clerk with his hands covered with oil. 

BILL: ^ 'Ynat is the problem, George?" 

GEORGE: "The oil lina to the furnace was plugged again. I just fixed 
it. But thf. pressure system is not working either. Between 
the two I sieem to be spending half my time down here." 

BILL: 'The equipment is getting old." 

They went up and out the back door where they passed Jim, the 
young clerk. Jim was carrying a case of canned goods, sweating 
and breathing hard. 

ED: 'TVhere did he bring that from?" 

BILL: "From the shed over there. We used to have enough room in the 
store^ warehouse, then it got crowded an'd we -put the overflow in 
the shed. Now we seem to be using the shed all the time. 

ED: "And the merchandise has to be carried down the .shed steps, up 

the store steps and into the store? You cannot even use the 
trolley." 
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BILL: , "No, It is not a good arrangement, but we thought o£ it as 
temporary and' then it became permanent." 

They went back to the office. 

BILL: 'Tou have started me thinking about things. You know Ed, these 
problems get bigger all the time and I did not realize they were 
happening." 

ED: ^Wiat would it cost to build a new unheated warehouse onto the 

back of the store on the same floor level, witi a connecting 
door?" ' 

BILL: *Well, it depends on the size, but one plenty big enough, say 
20' X 24^ would cost maybe $1,000.00." 

ED: "And what would a new furnace and pressure system cost?" 

BILL: "Another $1,000;00 perhaps." 

ED: "And if you ripped out the weighing room and turned it into 

floor space, what would that cost?" 

BILL: "A carpenter could rip out those \valls in two hours. Making 
shelves and painting would take longer. Cost would be, say, 
$200.00. And we could really do with the' extra space." 

ED: "O.K. That makes a total of $2,200.00. Now what would a clerk 

cost?" ' , ■ 

BILL: "Oh, I could get a trainee for about $250.00 a month." 

ED: "So, if you make the improvements instead of hiring a clerk you 

would have it paid for in less than a year." 

BILL: "And my staff. would be happier and. so would I." 

ED: "Bill, I would like to r.iake a little bet. I will bet if you 

make those, imp rovementfj, before a year is up you will still hire 
that clerk. But it will be because sales are up and you really 
need him. Furthermore, your store will be able to afford it." 

Questions for Discussion 

1. What inefficiencies did Bill. Kelp have in his business? Lis"^ them." 

2. How was each inefficiency removed? 
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SUBJECT 



PERSONNEL MANAGEMENT 



LESSON F1VI6 



THE SEARCH FOR NEW EMPLOYEES 



INSTRUCTOR'S GUIDE 



OVERVIEW 



In the previous lesson the discussion centred on establishing the 
need for employees. I£ after checking- a manager finds that a new 
employee is needed, it is important that the right person be selected 
for the.' job. 

It is only too common to find that recruitment for a new job is 
inadequate. This can be costly and very frustrating. It is often 
easier to hire than it is to fire, especially if you laiow the person 
well or if he is a relative. This lesson looks at the area of recruit- 
ment or seaich'.ng for new employees so they can be a productive 
addition to ctie business. 



OBJECrr/ES 

1. The students will be aware of the need for job design. 

2. The students will consider available sources of new employees. 



REFERENCE MATERIAL FOR INSTRUCTOR 

The following booklets and pamphlets from Small Business Adminis- 
tration, Washington: 

1. Loen, Ernest L. "Personnel Management Guides for Small Business**. 
Small Business Management . Series No. 26, War^hington: Small 
Business Administration, 1961. 
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2. Matching the Applicant and the Job ; Management, aids No. 185, 

3. Hiring the Rigjit Msn ; Smll Marketers, aids No. 136. 

4. Piading and Hiring the Ri^t Enployee ; Small Marketers, aids 
No. 106. 



RESOURCES REQUIRED 

1. Case PM6-1, 'Hiring the Right Man*^ 

2. 'Help Wanted'' section of newspaper. 



METHODOLOGY 

1. Hand out Readings, and read Purpose and Introduction. 



PURPOSE 



Ihe purpose of this lesson is to consider the steps that 
you would take in looking for new enployees. These steps are: 

1. Deciding what kind of work needs to be done 

2. Deciding what sort of person would fill the job 

3. Deciding where workers can be found. 



INTRODUCTION 

in lesson PM2 we discussed the many jobs involved in man- 
aging people. Qie. of these jobs was finding new employees. Be- 
fore you can start looking for a new enployee , you have to decide 
what kind of enployee will best fit the job. 



OBJECTIVE 1: THE STUDENTS WILL BE AWARE OF THE NEED FOR JOB DESIGN. 
Stinuilus 

2, Hand out Case PM5-1, "Hiring the Rigjit Man", and read over with 
students • 
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Clarify Problem 

3* J^sk: '"Vho was at fault in this case? What should he have done?" 



Provide Information 



4. Read Section 1 of the Readings. 



CONTTBNT 

i: Job Design - \Vhat Kind of Work Needs to be Done? 

If your employees and equipment are working efficiently 
and are not able to handle the workload, you may decide to 
hire more help. The -st question is to decide what has to 
be done; what tasks will be involved in the job. This pro- 
cess is called job design, and it must be done before you 
can tell what kind of worker you need. For instance, if 
the job is selling womb's and children's goods, you may de- 
cide that a diplomatic, patient, older woman would be best 
for the job. If the job is piling cases of goods in a ware- 
house, you may decide to hire a strong young man. 

In other words , the kind of work to be done (how the job 
is designed) will tell you what kind of worker you need. 

Exanple 1 

The job opening is cashier at the check-out counter in 
a gi'ocery store. What sort of person would you look for to 
fill the job? 

Exanple 2 

me job opening is truck driver on a gravelling contract. 
What sort of p^rscn would you look for to fill the job? 

L_ . : I 

5. Have the group discuss; 

a. Ihe qualifications of a cashier 

b. Ihe qualifications of a truck driver. 

List both on the flip chart. 

6. Summarize objective 1. Refer bade to the case, 'Hiring the Rigjit 
Man". Discuss the three steps shown in this case. Point out 
that step 1 is "Job Design". The case shows what happens if this 
step is omitted. 
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Indicator 

7. Discussioa by groip. 

• OBJECTIVE 2: THE STUDENTS WILL CONSIDER AVAILABLE SOURCES OF NEW 
EMPLOYEES. 

Stimulus 

1. Ask: "I£ /ou were a storekeeper in a small community where many 
o£ the residonts were related to you, would you hire a relative 
for a store clerk, or would you hire, a stran^r?" 

Clarify Problem • ^ 

2. Discuss the above qi;!estion. 

Provide Information 

3. Read Sections 2 and 3 of the Readings. Encourage discussion. 

2. Where Can New Enployees Be Found? 

Having decided exactly what work is to be done and what 
kind of person you need to fit the job, you are ready to 
find a new enployee. 

What are the sources of new en5)loyees? 

a. Friends and Relatives 

(1) What are the advantages of hiring a friend or close 
relative? 

(2) What are the disadvantages? 

(3) Should you hire a person whom you mig^t be afraid 
to fire? 

(4) Should you hire a local person, or somebody from 
outside the community? 

b. AdA/ertising 

In a small community a job opening can be advertised by: 
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(1) word o£ mouth 

(2) notice ia a public place 

(3) ad in the local (or nearest) newspaper. 

c. Employment Agencies 

In a larger community , help in recruiting can be ob- 
tained from the Manpower Centre or from enployment 
agencies , 



3. Summaxy 

It is inportant that you look closely at the work to 
be done so that you can decide on the sort of person best 
suited for the job. 

Friends and relatives may expect to g^t first chance at 
any new job, and may be offended if you hire an outsider. 
; Hiring a friend or refative may have advantages in that you 
know and trust the person. 



Indicator 

4. Have students make up a newspaper ad for one of the following: 
(Show them "help wanted" section of local newspaper) . 

a. service station attendant 

b. waitress in a coffee shop. 

c. fuel oil delivery man 

d. store clerk (does cashier work and also warehouse work) . 

5. Discuss with students: In many small communities there are strong 
family grovqps viiich influence community opinion. In some com- 
munities most of the pcjpulatim are related to each other. These 
factors should be considered in hiring. If you hire a meniDer of 
cne of the strong families in the commmity and he tums out to be 
a poor enployee, you may have trouble. If you do not hire one of 
these people vftien you have a job opening, you may also have problems. 
Ihis is the topic of the next lesson. 
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PERSCNNEL MANA>:JEMENT 



LESSON PM5 



THE SEARCH FOR NEW EMPLOYEES 



HIRING THE RIGHT MAN 



CASE p^^5 - 1 
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/. KNOW WHAT you WANT New EMPime TO DO. 

ZOBCIDE WHAT SKIUi NEW miom WILL 
NEED TO DO THE JOBS YOU WANT HIM TO DO. 

3.D0H'T HIRE UNTIL YOUEINDANEmom 
WHO HAS THESE SKILLS 



WAiJr TO HIRC A GAS STATIONf 
ATTCfiDATiT. 




HELLO, ACE EMPLOYMENT AGENCY? I V 
WANT TO HIRE AN EXPERIENCED GAS 
STATiOM ATTENDANT WHO CAN HANDLE 
LUBE AND MINOR MECHANICAL JOBS. 




DO THIS 
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SUBJECT 



PERSONNEL MANAGEMENT 



LESSON I^.^? SELECTING THE BEST MAN FOR THE JOB 



INSTRUCTOR'S GUIDE 



.O VERVIEW 

Gace prospective enployees are found, the best one must be selected. 
Ihis is not always an easy job; mxiy factors will affect a person's de~ 
cision: the prospective enployee's experience, personality, references 
as well as pressure from community, family or friends. 'iu:s lesson will 
teach students the selection methods a manager mi^it uee ir cmsidering 
applicants for a job. The lesson also has tlie students consider the 
problem of pressures brou^t on by a relative applying for a job. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Elliott, John M.^Eirployee Selection and Placement Methods fox 

Small Plarits" Management Aids for Small Business , Annual #1, 
Washington: Small Bi:isiiiess Administration, 1958, pp. 144 - 
15 7. 



OBJECTIVE 

Given a role-play sitioation, the students will be able to use vari- 
ous selection methods to handle the difficult problem of friends, rela- 
tives insisting on being hired. 
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RLSqjRCES REQUIRED 

1. Case PM7-1, "Selecting the Best Man for the Job (Part I and Part 
II)". 

2. Video equipment for role -play. 

3. Flip chart. 



METHODOLOGY 

1. Do not hand out the Readings immediately. Read the Purpose and 
Introduction to the students. 



PURPOSE 

The purpose of this lesson, is to show you how to select the 
best enployee to fill a job vacancy, keeping in mind tlie condi- 
tions tliat exist in your coinmunity. 



INTRODUCTION 

As we saw in Lesson PM6, '"Ihe Search for New Enployees". you 
have to decide what tasks are involved in the job before hiring 
an enployee. Ihen you spread the word that you need a worker to 
fill tihe job. 

If seve ?;al people apply for the job, you need methods to 
select tJie best, enployee . Ihe goal of selection is to match the 
enployee with the job. 



OBJECTIVE: GIVEN A ROLE-PIAY SITUATION, THE STL^DENTS WILL BE ABi^ 1^0 
USE VARIOUS SELECTION METHODS TO HANDLE. THE DIFFICULT 
PROBLEM OF FRIENDS, RELATIVES INSISTING ON BEING HIRED. 



Stimulus 

2. Hand out Case IMM, ^'Selecting the Best Man for the Job (Part I)' 
and read it with the groip. 
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Clarify Problem 

5, Discuss tlie case, including tlie question at tlie end: ^IVhat should 

Ted Marlowe do to help him decide on which man to hire?^* List 

suggestions on tlie flip chart. 

Provide Information 

4, Hand out the Readings. Read and discuss questions in Section 1 
with tlie students . 



CONTEi^T 




1. Questions to Answer in Selecting tlie Best Eirployee for the Job 


a. 


Does the applicant have tl:ie required skills? 


b. 


How much training will he .leed? 


c. 


Will he get along with you and otlier workers? 


d. 


What experience does he have? 


e , 


Will he be dependable? 


f. 


Will he be able to handle the job? 


g- 


Will he get along in the community? 




There may be other questions you want answered, depending 


on 


the needs of your business and the conditions that exist in 


your community. 



5. Read and discuss section 2, a, of the Readings. 



2, Screening ^plicants 

There are several ways to help you select the best em- 
ployee for the job. Each ntethod will aid in screenLxg appli- 
cants, so it is a good idea to use as many as possible, 

a. Ap plication Forms 

The first thing that you should do is ask the applicant 
to fill out an application form, Ihis is valuable to 
you because: 

(1) it gives information about the applicant's past 
v7ork experience, education, age, nunfcer of depen- 
dents, etc, ; 

\ - 

(2) it allows you to screen out applicants tliat are not 
qualified; 
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(3) i£ the applicaat is hired, the application form be- 
comes part o£ the new en^jloyee's record. I£ the 
applicant is not hired, the applicaticn can stay 
cn file in case there is a future job opening for 
which the applicant is suited. 



6. Hand out Part 2 of Case PM7-1. Read and discuss it with the group. 
The stiodents may not agree cn who to hire; this should stimulate 
discussion. It is not necessary to agree on which man is the 
ri^t one to hire. 

7. Raise the question of hiring relatives verstis nan-relatives, out- 
siders versus locals. Questions to be considered are: 

a. "How can Ted Marlowe turn down his nephew without offending 
his relatives?" 

b. *TVould the community resent Arthur Towne being hired instead 
of Bill Best or Arnold Marlowe (both local men)?" 

8. If, by this time, the variotis methods of selection have not been 
mentioned, ask and discuss: 

a. ^'Now that we have discussed applications, what other methods 
of selection can be used?" 

b. "Is interviewing necessary in all cases?" 

c. "Should references be checked?" 

d. *'Are there any tests that can be applied to the applicant 
before he is hired?" 

9. Read Sections 2, b, c, d and Section 3 of the Readings and disctiss 
them as you go along. 



Interviews 

Ihe second step is to interview those applicants who 
appear to be qualified. A personal interview will give 
you additional information to supplement the facts on 
the application form, and may help you decide on a 
worker who is not only qualified for the job, but also 
suited to the business and the community. 

Qie ckin g Re f e rence s ^ 

Most application forms have a place vfcere the applicant 
is asked to list references. A reference is: 
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(1) tlie name o£ person who knows the applicant well; 

(2) tlie name o£ a former employer or conpany w'iiere the 
applicant has worked, 

It is a good idea to check the applicant's references by 
letter, telephone or personal Adsit. Checking references 
is valuable because: 

(1) you can find out what people think personally of 
tlie applicant; 

(2) you can fin.d out how good a worker the applicant 
has been in the past. 

You should be careful in judging v^hat the reference peo- 
ple say about the applicant because; 

(1) they may not want to say anything bad about tlie ap- 
plicant ; 

(2) tlie applicant may have listed only the references 
tliat he knew would say something favourable about 
him. 

When checking references it is better to phone or visit 
personally than to write, A reference may tell you 
tilings in discussion whidi he would not want to put in 
writing. For instance, if you talk to the reference 
person he may say "He's a very good employee - but he 
has a drinking problem." or "He's a dam good man - but 
he has a habit of arguing with people". He may not want 
to write tiiese things in a letter. 

If the reference lives a long distance away, it may be 
necessary to write; this is better than not checking at 
all. 

Tests 

Ihere are many tests you can use to help you decide if 
the applicant is the best enqployee for the job. As it 
is not always possible to give all the tests, you have, 
to decide isiiidi tests are important to help you make 
your decision. 

Some tests are: 

< 

(1) Skill Tests: some skills can be tested, for ex- 
ample: typing, mechanics, welding, etc.; 

(2) Hiysical Examination: if good h^^alth is inportant, 
the applicant can be examined by a doctor; 
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(3) Mental Ability Tests (Psycliological) : if tlie job 
requires a certaia , level o£ mental ability, tests 
can be given to find out if the applicant has tliis 
ability. You must get outside help in the use and 
interpretation of tliese tests. 

3. Making tlie Final Decision 

We have looked at some ways of selecting tlie best em- 
ployee for the job. Eventually a decision has to be made as 
to whicli enployee to hire. 

In making this decision, you should consider all the in- 
fonnation you have collected from application forms, inter- 
views, references and tests for each applicant. 

Remember: Ihe goal of selection is to matcli the enploy- 
ee with the job. 

Offering an eirployee a job is an importait decision. If 
you Want to be very sure that you have tlie ri^it enployee, 
you can offer tlie applicant tlie job on a trial basis, (pro- 
bationary period) . You will be able to judge how well the 
enployee woiks and gptis along with otlier workers before you 
hire him permanently. 



10. Read and discuss Section 4 of the Readings. 



4. Summary 

Selecting* the best enployee for your business involves 
carefully matching tlie applicants with the job to be done. 
In order to do tliis, you must discover certain facts about 
the applicants and form an opinion about their suitability 
for the job. ^plication- forms , personal interviews and 
tests can help you to make the best selection. 



Indicator 

11. Have students rdle-play a sequence to the Ted Marlowe case. One 
student can play the Ted Marlowe role and three other students 
the roles of the applicants. Have students study their respective 
application forms and be ready for an inter\dew with Ted Marlowe. 
They should attenpt to make interviews as realistic as possible, 
and should- make good use of other methods of selection. Videotape 
the. role-play.- 
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12. Following videotape playback and discussion of tlie role-play situ- 
ation, other students may try to see if^vtljey can do better than the 
pre\i.ous role -players . Add tlie following information: following 
tlie interviews, Arnold comes back in to see his uncle to plead for 
the job. Ted Marlowe does not want to hire him and has to find some 
way of turning him down without offending Arnold, Arnold's father 
and the otlier relatives. Again, videotape the role-play. 

13. Play back the videotape and discuss the appropriateness with which 
Ted Marlowe handled tiie interview with Arnold. 

14* Add other role-play sitmtions suggested by students to provide 
them with experience in handling difficult situations with tact. 
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SUBJECT PERSONNEL MANAGEMEOT 



LESSON PM7- SELECTING THE BEST MAN FOR THE JOB 



CASE PM7 - 1 
SELECTING THE BEST MAN FOR THE JOB (Part I) 



Ted Marlowe owner o£ Marlowe's General Store in Pine Hill, has a 
hard decision to make. His most experienced clerk is leaving due to ill 
health, and a replacement will have to be found quickly. Marlowe has 
three employees - a head clerk who has to know about pricing, bookkeeping 
and display; a female cashier; and a male junior clerk who looks after 
the warehouse, fills shelves and so on. * It is the head clerk who is 
leaving and has to be replaced. 

Many have applied for the clerk's job. So far there are three that 
Ted would consider good prospects: 

1. Bill Best is a local man who has worked in other areas including 
a number of years as a store clerk. Ted does not know him very 
well. 

2. George Towne is an outsider with a good reputation and consider- 
able experience. 

3. Arnold Marlowe is Ted's nephew, a local boy with no experience. 
Ted would consider him fine for the junior position but he 
already has a good junior clerk. On the other hand it would be 
hard to explain to Arnold's parents and the rest of Ted's many 
relatives if Arnold does not get the job. 

Question 

1. . What should Ted Marlowe . do to help him decide on which man to hire? 
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SUBJECT PERSONNEL MANAGEMENT 

LESSON PM7 SELECTING THE BEST MAN K3R THE JOB 

CASE PM7 - 1 
SELECTION THE BEST MAN FOR IHE JOB (Part II) 

Ted Marlowe had the three applicants fill out application forms 
The conpleted application forms are shown on the following pages. 

Question for Discussion 

1. Which person should Ted Marlowe hire? 
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EMPLOYMENT APPLICATION 
PERSONAL STATISTICS 



Mr. 

- Miss- 

(Check J (last Name (First) (Middle) 

Address 

(Street and Number] (City) (Province} " 

Date of Birt h /? V ^ Telephone Number 

lYear} [Month) [ISy) 

Marital Status Singlej/^ Married Widowed Separated Divorced 

How many dependents do you have? vI&^^aJ L^ 

Do you haVe any Physical Disabilities? Do you have any Chronic Ailments? Y\^jx^ 

If yes, explain 

Position Applying for :: 

EDUCATION 

Circle grade canpleted 1 2 ' 5 4 5 6 7 8 9 10 11 

Post Secondary 

Other courses or Training ^ ^ 



RECORD OF PREVIOUS EMPLOYMENT 
I Started | Left 

jslame of Employer |Mo. Yr. | Mo. Yr> I What did you do? I Why did you leave? 



(If addi tional space is needed to describe your previous employment Tise other side) 
May we contact your present employer? ^ic^ 

1 agree that this Company may investigate all statements made in this application. 
Date S^t^a^ /y/y/ Signature ^ . F. y^OL/LAAJ>-e^ 
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EMPLOYMENT APPLICATION 
PERSONAL STATISTICS 

Mr. 

mi s jZuOh/B O-Bo^&B /^ryy^^X" 

Tcheck) (Last Name) (First) (Middle^ m<y.:>v-->: 

Addres s //SS — c^VJP S/T /T? i^AJ^t.-rM^ , ^a^O^, ^illia 

(Street and Number) (City) (Province) ^ 

Date of Birt h i93S ^P^*^ Telephone Number 'yi^- /77tu>L./iA /;0 

(Year) (Month) (Diy) 

Marital Status Single Marrie d Widowed Separated Divorced i 

How many dependents do you have? V- 

Do you have any Physical Disabilities? A/o Do you have any Chronic Ailments? 

If yes , explain 

Position Applying for \ 

EDUCATION 

Circle grade completed 123 456789 10 11 (li) 
Post Secondary 

Other courses or Training Z. CLVajL ^^^''^l/Lg-^g^ e-rLxa^A^»iXL^^ ' 

RE OORD OF PREVIOUS EMPLOYMENT '. 

Started Left 



iNcuiie ui raapxu/er no. ir. wo. Yr« wnar aia you aor 


wny Qia you leaver 









(If additional space is needed to describe your previous ©cnployment vise other side) . 



May we contact your present onployer? ji/L'^ ' 

I agree that this Company may investigate all statements made in this apolication. 
Dat e c?4^;^. JS^ Signatur e.,^4^gy^ ^ Lu/^l^ 



FRir </VB^v. 



Aji'.J^ X^J^^tcL^2^ Jr>^.o:t^ clajl^. 
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EMPLOYMENT APPLICATION 
PERSONAL STATISTICS 

Mrs. 

Mis s £ S 7" tAJ/LL/^M J E $ 

(.Check J (.Last Name) CFTfst] (.Middle) 



Address B o li / '90 Plh)E HIL(^ 

(street and Number) (City) (Province) 

Date of Birt h /'^V^ /V Telephone Numbe r V g ? - v o <>' 

(Year) (Month) (Day) 

Marital Status Single Married Widowed Separated Divorced 

How many dependents do you have? ^ 

Do you have any Physical Disabilities? jVflDq you have any Chronic Ailments? /x/o 

If yes, explain_ 

Position Applying for c C C K 

EDUCATION 

Circle grade completed 123456789 ^) 11 12 • 

Post Secondary 

Other courses or Training /vyg^fc ^ s-^/s/ 6 C <J ^ £ — ZiuJ€B^'k 
RECORD OF PREVIOUS EMPLOYMENT 




I Started Left i 
Name of Employer | Mo. Yr. Mo. Yr. | Miat did you do? 



Miy did you leave? 



(If additional space is needed to describe your previous employment use other side) 

May we contact your present employer? 

^ agree that this Company may investigate all statements made in this application. 
Dat e OCl^j 2. /v/ Signatur e (^ ^'J 
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SUBJECT PERS(>JNEL MANAGEMENT 



LESSON PM8 INTERVIEWING JOB APPLICANTS 



INSTRUCTOR'S GUIDE 



OVERVIEW 

In the previous lesson, the students had an opportunity to practise 
the interviewing o£ job applicants in tlie Ted Marlowe case. 'Ihey had 
not been given any pointers on how to inter*/iew, Ihe e:xi3rcise should 
provide a good stimulus for this lesson which gives the students 
techniques o£ interviewing as well as some practice in role-play 



OBJECTIVE ' . 

The student will examine techniques o£ interviewing applicants for 
enployment. 



RESOURCES REQUIRED 

1, Videotape recorder, 

2, Blank enploymeiTt application forms. Get a variety of forms from 
government, business or schools. 

3, Resource person on interviewing technique. Request a school ad- 
ministrator, a businessman, a Canada Manpower .counsellor or some- 
one else with experience in interviewing to meet with the students. 



METHODOLOGY 

1. Do not hand out Readings immediately. 
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2, Read Purpose and. Introduction to students. 



PURPOSE 

In this lesson you will leani how to prepare for and con- 
duct an interview witli job applicants in order to select the best 
enployee for tlie job and for your business. 



INTRODUCTION 

When you hire an enployee, you want hot only a person who 
is able to do the job, but one who will also get along with you, 
tlie other enployees, and the people witli whom he comes in contact. 

The kind of enployees you have may help determine tlie success 
of your business; thus it is very inportant to use the job inter- 
view to assess an applicant before you hire hi^i. 



OBJECTI^/E: THE STUDENT WILL EXAMINE TEQ-INIQUES OF INTERVIEWING APPLI-' 
CAI^TS FOR ENJPLOY^EJsTT. 



Stimulus 

3. Refer to interview situation of previous lesson. Indicate that in- 
• terviewing is an art which can be mastered by practice. 

Clarifi^ Problem 

4. Have students list on the flip diart, and then discuss, the points 
they "think should be considered in an interview of job applicants. 



Provide Information 

5. Hand out Readliigs. Read with tlie group, stopping for discussion 
at each point. 



CONIENT . 

1, Preparing for the Interview 

To get the best from an interview you should prepare 
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carefully for it. Some preparations are: 

a. Study the conpleted application fonn for information 
about tlie applicant's personal history, education, pre- 
vious work experience, references, etc". Check tlie way 
tlie applicant filled out his fomi: 

(1) is the form neat or messy? • ' 

(2) are some questions not answered? 

b. Make a list of questions you want to ask the applicant. 
You may want additional iaformation about the statements 
in tlie application. Tor instance, the form says the 
applicant has a Grade 12 education. Does he have a 
diploma? 

Or, the application form claims ten years experience as 
a nedianic. Did he go to technical sdiool? Has he 
journeyman papers? Or did he just leara by doing? 'You 
may want to ask questions about tlie applicant's back- 
ground, or about his experiences with former enployers. 



Con ducting the Interview 

The interview should last about 20 to 30 minutes. Ar- 
range to be alone witii the applicant, as otlaer people ia the 
room could distract him and make him feel uncomfortable. 
Sohe points to be covered in the interview are: 

a. Try to make the applicant feel comfortable and free to 
talk; this will overcome any nervousness. Be friendly. 
This meeting could set the stage for your whole working 
relationship if you hire him. Even i£ you do not, he 

■ will go away with a friendly feeling toward you and your 
business. 

b. Ask your questions in such a way that he wi]l do most of 
the talking. Do not argue with the applicant if he says , 
something with which you disagree. Listen carefully. 
Watch for differences between the- things he put on the 
application form and the things he says in the interview, 

c. Ask the applicant to talk about his arfDitions, hobbies 
and other interests . 

d. Watch his way of speaking; also look for nervous habits, 
the way he is dressed, whether he is neat and clean, etc. 
For some jobs you might want a worker who has a neat 
appearance and a good personality, but for other jobs 
these things may not be . so inportant. 
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Exain ple 1 

rjTtKe applicant's job will be handling food, then you 
would look for cleanliness and neatness of hair and 
clotlies. If the applicant has dirty fingernails and 
messy hair, you would think twice before hiring him. 

Exajiple 2 

If you are looking for a iiBchanic you would expect rougli 
hands and a little dirt under the fingemails . 

ExajT^le 3 

If the job calls for meeting tlie pii;)lic, you would look 
for a person with a warm personality, confidence, and 
good taste in dress and appearance. 

Some allowances have to he made. Por instance^ if tlie 
applicant cam- to tlie interview straight from work, you 
would expect Iiim to be dressed for whatever job he was 
doing. . 

e. Be prepared to answer questions, as well as to ask them, 
femember, the applicant is trying to make up his mind 
about you and what kind of boss you would be. Be honest 
about tlie job and any problenis connected witii it. Give 
information freely so that if he takes tlie job, he will 
be prepared for it. 

f. If you hire the applicant on the spot, tlie interview is 
over except' for details of starting date, salary, etc;. 

If however, you have otlier^applicants to interview before 
making tlie final decision, introduce tlie applicant to 
one or two employees your wife, for instance, if she 
works in the business, or your senior assistant. This 
will allow you to get their inpressions of the applicant, 
and tliey will feel tliat they have been involved in the 
hiring decision. 

g. End the interview in the sajBe friendly manner that you 
started it. 



3. Summary 

Hiis lesson only gives guidelines on how you should con- 
duct a job interview in order to select the best employee for 
tlie job and for your business. Only you can judge how the 
interview should be handled. You have to make tlie final de- 
cision on hiring the worker. Practice in interviewing will 
give you confidence in handling yourself, and making the ap- 
plicant feel at ease and free to talk. 
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G. Following tlie reading and discussion of the lessai material, the 
rcsource person can be brou^it in to discuss his technique o£ in- 
to r^dewing. This can take place at a convenient txine for the re- 
source person, Tlie students should be encouraged to ask questions 
in order to obtain tlie maximum benefit from the resource person's 
exi')erience. Hie resource person could remain, if he has time, 
for the role-playing to help students evaluate their skills. In 
this case the application forms should be filled out prior to the 
resource person's visit. 



Indicator 



Hand out eirployment application forms and have each student make 
up an application for one of: 

a. mechanic applying for a job at a garage 

b. cashier at a grocery store 

c. logger at a sawmill 

d. assistant manager for an outfitting cajip 

e. waitress at a cafe 

£. serviceman at a service station. 



Role Play 

8. Have each student take a turn at role-playing an enployer who is 
interviewing job applications • Have tlie interviewer study the ap- 
plication form of an. applicant and conduct an interview (of 10 
minutes duration) . The role-playing could be videotaped and played 
back for discussion and criticism. 

9. If tlie resource person is still present, he can assist the groi:^) 
:n evali^ating the role-playing situations for interviewing skills. 
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SUBJECT PERSONNEL MANAGEMENT 



LESSON P^© TRAINING PERSONNEL 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Following a good job o£ rec aiting, interviewing and selecting an 
employee, the manager or owner-]iuinager o£ a small business must plan 
for the introduction and instruction o£ the new enpXoyee, 

It is quite common to find the small business manager who fails to 
train his enployees adequately. He thinks he does not have time, can- 
not afford the cost or does not know how to proceed in the training of 
new, as well as existing, personnel* 

Many enployees would be more efficient- if the proper training had 
been provided. This lesson attenpts to shovr tlie student the inportance , 
as well as some of the methods, of introducing and training personnel. 



REFERENCE MATERIAL FOR INSTRUCTOR . - < , 

1, Loen, Ernest L. Rersonnel Management Guide for Small Business , 

Washington: Small, .B.usiness Administration, 1961, pp. 16 - 21, 



OBJECTIVE 

Given a specific business and a specific job opening, the students 
will be able to plan a training program for a candidate for the position. 
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RESOURCES REQUIRED 

1. Films: 

a. "Introducing the Worker To His Job", 16 minutes 

b. "Instructing the Worker On Die Job", 14 minutes 

c. "Pattern For Instruction", 21 minutes 

d. "Serving Food", 10 minutes. 

2 . Projectuals : 

a. M-l, "Introduction to the Job" 

b. P^S-2,^^llree Questions on Training" 

c. P^e-3,"Steps■ in Training." 



METHODOLOGY 

1. Do not hand out Readings immediately. 

2. Read the Purr^ose and Introduction to the groi^). 



PURPOSE 

In this lesson you will discuss tlie importance o£ training 
new enployees and consider some o£ the ways this can be acconp- 
lished. 



INTRODUCTION 

We have discussed the inportance o£ using care and good 
judgment in finding and selecting suitable enployees. After the 
enployee has been hired, it is equally inportant that you give 
him a good introduction to his job and, if necessary, the 
training required to do his job. Your business will be new to the 
person you have just hired. If you train your new enployee well, 
you will have a happy and productive worker. 



OBJECTIVE: GIVEN A SPECIFIC BUSINESS AND A SPECIFIC JOB OPENING, THE 

STUDENT WILL BE ABLE TO PLAN A TRAINING PROGRAM FOR A CANDI- 
DATE FOR THE POSITION. 
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Stimulus 



3* Show Projectual PM9-1, "Introduction to the Joh'\ Ask students: 
'Have you ever been introduced to a new job this way?" 

C larify Problem 

4. Encourage students to give exarrples o£ personal 'e:<perience about 
startiiij a new job. Ask: "What should be explamed to enyloyees 
starting a new job?" 

Provide Information 

5. Introduce the film, "Introducing the Worker to His Job", (16 
minutes). This film is set in a large plant. It shows, first, 

a new worker having to find his way to his job. Nobody helps him 
and he has a very unhappy start. Then it shows how the intro- 
duction should have been made, with happier resiolts. Explain 
that, although the setting is big business, the principle applies 
in any business, even if there is only cjne employee\ 

a. • Show first part of film, 'how not to sr.art a worker'. Stop 

film and discuss. 

b. Show second part of film. Discuss. 

6. Hand out Readings; read and discuss Section 1. 



CONTENT 

1. Introducing a New Enployee to the Job 

A new employee may feel strange at fir^t. You can help 
him feel at ease by showing him around you:; place of busi- . 
ness. If you ha*\/e other enployees, introduce them to him. 
Show him where he will work and the materials and equipment 
he will need in' his work - tools, supplies, machines, 
stationery, etc. 

7. Show Projectual PI^-2, "Three Questions on Training". Ask: "How 
. inportant is it to train an enployee?" and 'How do yv .i train an 

enployee"? , - . 

8, Introduce the film, "Instructing the Worker on the Job", (14 min- 
utes) . This film also has a plant setting. It shows, first, how 
not to instruct a worker and then shows how to do it. 
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PNB-2 THREE QUESTIONS CN TRAINING 



SUBJECT 

lim^nil 39KfH33i* 



SERIAL NUMBER 

«31ViaR31 39NIH331* 



WREE^ QUESTIONS 
THATi^UST B£ 
ANSWERED f y 




(JECHIFAXJ * 

■MltU. •UtMHitni 

form V ^^67 



• TCCHIK6E TEMPUU* 



WHAT SKILL AND 
INFORMATION 

DOES THE JOB 
REOUIRE 7 

DOES THE EM- 
PLOYEE NEED 
TRAINING ? 

HOW CAN 
I TRAIN ? 



• TECHINGE TEMPLATE* 



TtCNIFAX FllIABLI mHSPARlNCY MOUNT 
7Va"xlO" MA$K"-USI 9^2*' %U" FILM' 



J ... 



• TICHIKtE TIlirUTE. 
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9. Show Projectual PM9-3, "Steps in Training" and reed Section 2, 

Students should see the fua phases o£ training in tlae projectual. 



Your new enployee my need training. For instance, 
i£ your business is a store, the new clerk must be shown 
how to handle a cash register, wrap parcels, approach cus 7 
toners, fill shelves, make sales slips, mark prices, etc. 

Even i£ your new enployee is an experienced clerk, he 
must be trained to your way o£ doing things in your business. 
For instance, your cash register and your credit policy may 
be unfamiliar to him. 

Points to remeiii)er in training a new eirployee are: 

a. Prepare the Worker 

Ask questions , Find out what he already knows. Be pre- 
pared to answer questions. Listen carefully. Talk 
about the job. Your interest in him and his job will 
encourage him to learn. 

b. Present the Job , 

Tell your eirployee how to do the j ob , then show him how 
to do it. It is iiiportant to be patient until he under- 
stands the work, 

c. Try-out Performance 

Let. your eirployee take over and do the job under your 
sL5)ervisiQn. Stay with him until he can do the work 
alone. 

d. Follow -iq) 

Keep in' touch -- your eirployee may run into une^ected 
problems. Make sure he feels free to call on you for 
help \Aien he needs it. 



10. Show both' or either of the following films. 

a. "Pattern for Instruction", (21 minutes). This is a film 
showing how the training pattern used by football coaches 
can be applied to business training. It shows the how and 
why of each step in training. 




2. 



Ch Ihe Job Training For New Enployees 
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PM9-3 siEPs :a training 



SUBJECT 



SEWAL NUMBER 

• 3iVldN3i 39KIH]]!* 



STEPS IN TRAININGS 




WHY? 



MOTIVATE 



PRESENT 



UMDERSTAMD 



\TRYOUT PERF^ {PARTICIPATE 



FOLLOW- UP 



APPLY 



J 



• itcmtt TcypiiiTC* 



rormNa.267 



TECNIFAX FILCAILE TRANS PARCNCY MOUNT 
7Vi"KlO" MASK— USI m"%U" FILM 
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How Why 

Prepare Motivation 

Present Uiderstanding 

Try-out Performance Participation 

Follow-!^ Application 

Discuss film. Use Projectual PM9-1 to aid in discussion. 

"Serving Food", (10 minutes) • This film deals with the 
training of a waitress in a restaurant. It shows how to 
serve customers and keep food clean. Result - happy .wait- 
resses and customers. Discuss film. 

11. Read Sections 3 and 4. 



3. Other Types of Training 

You and your renployees may, from time to time, need new 
training in order to keep up-to-date with a fast-changing 
business world. Some types of training are: 

a. Off the job training, usually given by government 
specialists or -conpany e:xperts, to train enployees in 
new procedures, equipment, etc., or to re-train em- 
ployees who need refresher courses. 

b. On the job training, given by a conpany enployee br an 
outside expert, to explain the use of new methods and 
materials . 

c. Classes, lectures and films conceraing business develop- 
ments, vjork processes, etc., usually attended by em- 
ployees in off hours . 



4. Summary 

When you hire a new enployee for your business, you must 
ensure that he is properly introduced to his job. You must 
allow him time to become familiar with the place where he will 
work, the equipment and material he will need, and the people 
he will be working with. You must also ensure that the new 
enployee knows what his job involves, and that he is trained 
properly to do it. 

It is also inportant that all your enployees receive any 
additional training that may become necessary. Conditions 
in the business world ch^ge rapidly as new methods and nev/ 
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equipment are introduced. Retraining and refresher training 
for your enployees will keep them interested in and satis- 
fied with their jobs, and will make them more productive 
workers . 



Indicator 

12. Have students form into small groups of four or five persons. 
Ask each small group to select a particular business situation 
with which they are familiar. Ihen have them pick one specific 
position and plan a training program that they would use in 
training the new enployee for the position. Ihe program should 
be detailed enou^ to be realistic. 

13. Have a representative of each small group present his training 
plan to the class. Ask the class to analyze and inprove if they 
can on each plan. This will help the students in developing 
critical thinking skills. 
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OVERVIB^ 

In this lesson, the student should consider some o£ the factors 
in buying the most common office machines. The students mil have had 
an opportunity in the accounting lessons to use an adding machine. 

In this lesson students will have an opportunity to try out a 
cash' register. They will get practice in the use of a cash register 
in a later, lesson. 

A typewriter should be brought into the class so the students have 
an opportunity to try it out. Typing lessons can be planned for the 
students' spare time if typewriters are available and if a course or 
instructional personnel are available. 

Students should see office machines as a means of increasing the 
speed and accuracy of doing the paper work in the business. 



OBJECTIVE 

The student will be aware of the factors he should consider v;hen 

buying office machines and be able to discuss the importance of these 
factors'. 



RESOURCES REQUIRED 

1. Adding Machine 

2. Cash Register 

3. Typewriter. 
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METHODOLOGY . 

1. Hand out Readings. , . 

2. Read the Purpose and Introduction with the group. 



PURPOSE 

The purpose of this lesson is to discuss the various uses o£ 
office machines in a business. You will be shown how to operate 
the following" machines: 

1. Adding machine 

2. Typewriter 

3. Cash register. • ' 



IfifRODUCTION 

Although only three business machines are discussed in this 
lesson, there are many other machines businessmen use. These can 
be seen when the class visits a stationery store later in the 
course. • 



3. Discuss and clarify the 'Purpose and Introduction. 



OBJECTIVE: THE STUDENT WILL BE AWARE OF THE FACTORS HE SHOULD CONSIDER 
WHEN BUYING OFFICE MACHINES AND BE ABLE TO DISCUSS THE 
IMPORTANCE OF THESE FACTORS. 



4. Ask if any of the students have operated an adding machine, cash 
register, or typewriter. 



7. List answers on flip chart and have students discuss and clarify 
these answers. 



Stimulus 




Ask the students why office machines are used* > 



Clarify Problem 
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Provide Infoimation 

8. P.ead Section 1 o£ the Readings. 



CONTENT 



Con sider at ions in Buying Office Machines 

IVhy would you want to buy or rent office machines? 
Some of the reasons could be: 

a. Speed up work - save the time of your employees by 
making records and statements more quickly. 

b. Simplify record keeping operations that are complicated. 

c. Give protection in handling of your cash, securities, 
mail, and other office details. 

d- Give neatness in records and files through typewritten 
rather than handwritten records which may be hard to 
read. 

e. Have better accuracy' through machine calculation. 

When you buy or rent a machine, know the job you want 
it do. Avoid the common mistakes made in acquiring office 
machines : 

a. Failure to get help in choosing the machines to fit 
your needs. 

b. Buying equipment which cannot be serviced easily. 

c. Purchasing equipment which can be used for only a few 
quick jobs* Machinery should be bought only if it can 
be used a great deal. 

d. Failure to use equipment for the purpose for which it 
was acquired. Too often people buy machines for one 
purpose and use them for jobs they aren't made to per- 
form. 



9. Compare the list prepared in Point 7 above with the considerations 
listed. in the above Readings. 
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10. Read Section 2 o£ the Readings. 



2. Maintaining Office Equipment at the Lowest Cost 

You should know wliat office equipment you have and "v^rtiat 
it costs to keep it in good condition. 

Keep a record for each piece of equipment, showing the . 
manufacturer 5 serial number, model, cost, date of purchase, 
type of work performed, location, etc. Then record the 
maintenance costs on the reverse side of the record card. 
Show the dates of repairs and the cost of these repairs. 

Ask your equipment supplier for a list of things to do 
to keep your office machines in good working order . . Office 
machines should be serviced by trained people (suppliers 
will often set up a schedule so that their service people 
will look after your machines) . 

Here are some general points which can help machine 
maintenance; 

a. Remove all visible dirt, with a brush. B:cush away from 
the- inside of the machine. 

b. Do not erase over the typewriter mechanism. Move the 
carriage to one side. 

c. . Don't force a machine. 

d. Never use cleaning fluid on nabber parts of machines. 

,.. \ 

e. Be sure you understand the operation and care of 
machines; keep instruction book handy in your filing 
system, 

f. Keep all machines covered when not in use. 

It is best to have a good service contract with your 
supplier to maintain your machines. This is not always 
possible. If you can't get a service contract, be sure to 
' . take steps to maintain your machines in the best possible 
condition. A broken machin*^ delays office wrk. 



11. Emphasize that points in Section 2 are general points and that' 
manuals for the specific machine will outline maintenance proced- 
ures for that machine. 
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12, Read Section 3> a. o£ the Readings, 
Adding Machine 

13 • Place it in a position \ihere all students can see it , and demon- 
strate how it is operated. 



3. Types of Machines 

There are many types of machines you can use in your 
office. The three most common machines in business are': 

a. Adding machine 

b. Typewriter 

c. Cash Register, 

a, Mding Machines 

The sijnplest and most common calculating machine is the 
adding machine. It is used to add columns of figures. 
There are macMnes that ivill-add, subtract, divide, and 
multiply. 

The adding machine may be hand or electrically-operated, 
listing or nonlisting, ' A listing adding machine records 
the row of figures on a strip of paper. The nonlisting 
shows the accumulated total on the top or bottom of the 
machine. The two general types of list adding machines 
are known as fall keyboard machines and ten key machines. 

There are many different manufacturers selling adding 
machines. You must judge for yourself T^at type you 
will buy. Some things to check for before buying a 
machine are: 

(1) Will it do the job you want it to? 

(2) Can you obtain service. 

(3) What do other businesses in your area think of it, 

(4) Is it a reasonable price? 



14, Read Section 3, b, of the Readings. 
Typewriters 

15, Place it in a position \\3iere all students can see it. Explain 
and demonstrate how it is operated. If instructor wishes, he can 
have a stenographer explain the typewriter to the students and 
answer questions. Mention that there are various typing courses 
that one can use to learn how to t)^e during free time. If 
possible, obtain one of theses courses for the students' use. 
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b. Typewriters (Special Features) 

Although a typewriter is one of the riost common office 
machines, there are various automatic refinements as well 
as a number of attachments which are often overlooked despite 
the fact that they can make its use much more convenient and 
productive . 

(1) Electric 

Being easier to use, electrically-operated typewriters 
have as their chief asset tlie fact that they cause, less 
fatigue. This advantage becomes evident in continuous 
typing jobs, such as billing. Further, the reduced 
fatigue also leads to fewer errors and hi^er product- 
ivity. Another outstanding advantage is in the prepara- 
tion of stencils, where the automatic pressure control 
cuts the stencil evenly, and provides for uniform 
reproduction of all characters. The same point applies 
in tlie typing of multiple copy sets, where, legibility 
is always a problem. 

A disaa^antage of electric operated typewriters is their 
price. Tliey generally cost more initially than a manu- 
ally operated typewriter; tlierefore check the costs a- 
gainst the job requirements to make an economically sound 
decision. Most small businessmen can get by with a 
manual typewriter. 

(2) Tab Stop s 

A very convenient added feature to the typwriter is 
tlie decimal tab stop. The decimal tab stop pemits you 
to select the exact, first- types troke position ir. a 
columnar distribution of figures. There are tabular 
stops for 100,000; 10>000; 1,000; 100; 10; and 1. No 
backspacing, no adjusting, and no visual judgment Is 
required to line ip the figures correctly beneath each 
other. This can bq hi^ly important in typing long 
statistical reports. 

(3) Aut omatic Line -Finder 

In 'billing and similar operations it is often desirable 
to use ^an automatic line- finder. This is an attachment 
to a typewriter carriage which can be put on any type, of 
writing or bookkeeping machine. A simple ratchet witli 
a handle permits you, in a single motion, to roll the 
shoet ip in the machine from any li]i3 of the pievious 
form to the first . typing stroke of uie next form. It 
is most advantageous for continuous forms, but it can 
be used to position snap-out sets or individual forms 
to the first typing position. . 
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(4) Dual Feed Attachments 

l\Tien placed on typeivriters, these devices make it 
possible a:o type identical data on two forms of 
different height and width. For examj)le, cheques of 
8" X 3 1/2" dimension may be typed and copies can be 
made at the same time on a cheque register, size 
11" X 14" each cheque taking only 1 line. 

(5) Front Feeding 

Comparatively few people know that envelopes, index 
cards, labels, and other small forms can be fed from 
the front of a typewriter, and that the finished forms 
v/ill stack themselves in the back feed of the machine. 
In front feeding, the new form is placed just between 
the platen and the old fom, and the platen is turned 
baclavard instead of toward the front. One motion 
positions the new form and stacks the old fori. 

By using the alinement bar with its placement rollers 
only, one can transform a regular typewriter into a 
front-feed posting typewriter. The journal sheet is 
held in place by the alinement bar, and the ledger > 
card with or without statement - is held by the feed 
rollers only. Payroll, accounts receivable, plus 
several ledger cards and journals can be prepared in 
one typing, thereby reducing posting time and chance 
of error. A typewriter alone, of course, does not offer 
the advantages of automatic balances and accumulated 
total obtainable with a bookkeeping machine. 

These attachments are mentioned here so that you are aware 
of them when you are buying a typewriter. In most cases you 
will not need these attachments for your .work. 



16. Read Section 3, c. of the Readings. 
Cash Register 

17. Place it in a position where all students can see it. Explain and 
demonstrate how it is operatcjd. 



c. Cash Registers 

Businesses use a cas*h register for control of cash* 
All payments of -cash are recorded through the cash 
register. At the end of the business day you are then 
able to prove your cash, that is, determine if the 
right amount of cash is in the cash drawer. 
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There are many different types of cash registers - simple 
ones iN'hich only record the price on a tape and complex 
ones iN^iich identify the item sold, }v}io sold it, the 
department, the cost and the tax, with all this 'informa- 
.tion recorded on tape, bills and statements. 

The type of cash register you decide to use ivill again 
be determined by your requirements. Don't get an 
expensive, jnulti-keyed cash register if you have no ui,e 
for anything more than a simple machine. The more 
complex the machine, the higher the price. 



Indicator 

18. Discuss the- use of ' office machines in a businesc. . Should a small 
businessman know how to operate these machines? Read Section 4. 



4. Summary 

The purpose of using office machines is to save time and 
money, and to increase the quantity and quality of wjrk done. 
In order to meet these goals ^^en buying office machines you 
must be aware of the costs of the office machines available 
from your suppliers. Beware of buying an expensive machine 
when a less expensive machine will meet your jieeus for a 
long time. 

Once you obtain office machines be sure to set up a 
service schedule to maintain your machines at their best 
operating efficiency. If possible, have a trained person 
service your machines. Mtoy times a service contract can be 
signed with the supplier from whom you bought your machine. 

The key points to remember in buying and using office 
machines are: 

a. Match the machine to the job. 

/ 

b. Do not purchase an expensive machine when a lower cost 
machine will do the job just as well. 

.Regularly service your office machines to maintain them 
at peak operating efficiency. 
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OFFICE PROCEDURES 



LESSON OPS DUPLICATING 



INSTRUCTOR'S GUIDE 



OVERVIEW 

As stated in lesson 0P2 , ^'Filing'*, tiie files of a business serve as 
a storage area for inportant records, reports and otlier papers relating 
to past activities of concern to tlie sound operation of the business. 
Because the* papers in tlie files contain data of past activities it is 
often necessary to use them to show whetlier or not a certain action was 
taken, a certain payment was inade or if a certain form was actually 
sent. As the papers in tlie files are tlie only record the business might 
have, it would be foolish to allow tlie original to leave the possession 
of the business because of tlie danger of it being lost or destroyed; 
tlierefore a duplicate copy of tlie paper, or the information on it, can 
be used. 

Another way diQ)lication of material is useful is in the present- 
ation of similar data to a large number of individuals or other inter- 
ested parties; If a memo^ statement, report or article of interest can 
be macliine reproduced, it will save the businessman time and money. 
Copying by hand or typing is time-consuming and costly. 



OBJECTIVE 

The student will be able to discuss how tiie di^licating of material 
can be useful to a business. 




RESOURCES REQUIRED 

1. Spirit Duplicator, Stencil Di^licator and Photo-Copier OR 

make arrangements so that the class can visit an office to use these 
duplicating machines. 

• -■" ■ • 
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2. A resource person (such as a stenographer) to demonstrate the 
, madiin.es . 



MEmODOLOGY 

1. I land put the Readings . 

2. Read tlie l\irpose and. Introduction. 



PUI^OSH 

T\\e purpose o£ tliis lesson is to discuss tlie reasons for 
duplicating documents or-otlier written material. In addition, 
you will be shown how to- operate a Stencil Duplicator, a Spirit 
Duplicator and a Photo Copier. 



INTOODUCTION . ' • 

At one time or another you, like most other businessmen, will 
have a need for producing duplicate copies. Sometimes you will 
need copies of statements, records, and advertising material for 
distribution to the Board of Directors, enployees . govemjiient 
agencies, creditors, or customers. At otlier timco you might need 
to produce copies of documents to prove your ownership, payment 
of account, receipt of T^aymenf, or the terms of a contract or a 
lease. - ' 

Knowing how and when to duplicate information will be useful 
to you. 



3. Clarit) the Purpose and Introduction. 




Stimulus 

4. Ask why a businessman duplicates documents. 

. -Clarify Problem 

5. Discuss the answers to number 4 above. 

- Provide Information 

6. Read Section 1 of the Readings and discuss. 
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CONTCNT 

1. Usin^ Duplicating Madiines h\ Your Business 

]%ny businessjnen are unaware o£ the inportance of dup- 
licating business docunients . Creditoi-s , suppliers , and 
various goveminent agencies are interested in your fijiancial 
statements and special reports. Customers are interested in 
any specials and sales you are planning. Tliere are occasions 
when many copies of the same document would be useful. M- 
though you can type or write up individual copies or even send- 
the original document to eacli party in turn, tliese nxsthods are ' 
time-consuming and exi^ensive. Sending one document to each 
interested party in turn means having to wait until the docu- -* 
ment is returned before you can send it to the next. You - 
also stand a good cliance of the document being lost , de- 
stroyed or dajnaged. To overcore these problems you can pro- 
duce copies of the document on a duplicatiiig machine. Ihese 
riiadiines will save you time and money. You will not have to 
worry about tlie document being lost outsid^ your office. 

Another occasion when duplicating. will be useful to you 
is when you are required to prove you. have paid, received, 
or taken some actioi. In cases, such as just mentioned you 
. generally have only one original document such as a receipt , 
letter, or cancelled cheque. To allow tliis document to go 
out of your possession is asking for trouble. If tlie re- 
ceipt or cancelled dieque is lost or destroyed by the person 
you send it to, you have no proof that you have paid tlie bill. 

Alio tlie r exajiple of the danger of allowing original 
documents out of your possession is giving your copy of a re- 
■ ceipt to a credit customer. Hie customer might pay you $50.00 
on account and a while later say tliat he or she has actually 
paid $75.00* If you gave the receipt to the customer to take 
away, the receipt could be lost or destroyed and you would be 
required to credit him or her witli tlie payment of $75*00 be- 
c . jse you have no way to prove otlierwise. To overcome this 
problem, of sending tlie information on original documents, yet 
not allowing tlie document to leave your possession, you can 
send the person a photo copy. If tlie photo copy is questioned 
you can always show the interested party the original if tliey 
come to your business or else you can take the orginal to them. 



7. Read Section 2 of the Readings and discuss. 
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2 . iMachines for Duplicatin g 

There are many different duplicating machines offered 
on the market. Some are very expensive machines which can 
turn out multi-copies in a very short time. Others are 
specialized machines designed for special jobs. 

Which machine and method to use will depend upon the job 
you wish the machine to do , the amount of duplicating you 
wilj, require, and how much yen can afford to spend; matcli the 
maciaine to the job you require it to do. Nbst small business - 
. es Vill not require large expensiA/e machines; in fact, if 
you have easy access to a macliine you might not even need to 
buy one . 

The three most common types of inacliines you will operate 

are: 

a. Spirit Duplicator 

Of the til re e main types of duplicating machines, tiiie 
spirit duplicator is gene'raily considered the sin^lest, 
fastest way to produce up to 500 copies. Quality of re- 
production, however, is well below that of the other two 
machines, and it is unable to reproduce photographs. 
With one run of the machine,, it can produce multi-colourei 
copies; sucli work is prepared by typing or drawing on 
the same master sheet with different coloured columns. . 

b. Stencil Duplicator 

The stencil duplicator is probably the most inclusiA/e 
mchine in terms of use. Often called ''mimsograph" , it. 
uses a fibrous -tissue stencil which holds back ink ex*- 
cept where cut by typewriter key or stylus. Stencil 
machines can reproduce photos with fair quality. Riiis • 
*o'f 1,000 and 3,000 conies are common; special stencils 
.. can extend tliat volume to around 5,000. 

c. Photo Copier 

The photo copier produces the best quality reproduction 
•/ith tlie best effect. But it is. also the most expensive 
of the three machines. Lhless you have a need for a 
high quality reproduction it. is advised that you use one 
of the previous two machines.. 



8. Have a resource person demonstrate how each machine works. 

9. If the students wish, have tliem actually use the machines demon- 
strated. 
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Indicator 

10. Students should see the use of the spirit duplicator and stencil 

duplicator as a means o£ sending advertising and promotion material. 

The photo copier is useful to get duplicate copies of letters, 
cheques, etc. However because of the cost involved most small 
businesses cannot afford to rent or purchase a photo copier. 
Students should know that for a small cost per copy, some 
businesses v/ill allow copies to be made on their photo copiers.. : 

11". Ask if duplicating is important to a businessman? Why? Encourage 
student discussion. 

12. Have the students read Section 3 of the Readings to summarize the 
lesson. 



3. Summary 

At one time or another you will need to duplicate 
documents in your files or advertising flyers you type up. 
If you are aware of the principles of operating the three 
machines mentioned in this lesson (the stencil duplicator, 
the spirit duplicator and the photo copier), you will be 
able to save yourself time and,* in the case of duplicating 
documents in your files, you will protect yourself against 
loss of valuable documents. 

Duplicating has many uses; you., have looked at but a few. 
As you get involved in your business you will find other 
uses for duplicating. 
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OFFICE PROCEDURES 



LESSQN 0P6 OFFICE SUPPLIES 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Items sucli as paper, sales books, accounting forms, pencils and 
other office supplies are generally taken for granted. Hiese items 
are assets of tJie business and as sucli have a dollar value, lliey 
niust be ordered, stored, and controlled. It is very true tJiat one 
pencil or one piece of paper doesn't cost very mucli but 500 pencils 
plus 5 or 6 tJious and sheets of paper plus all tlie otlier office sup- 
plies do amount to a fair sized expense of tlie business. The busi- 
nessman must learn to plan and control his office simply needs just 
as he plans and controls his purchases and inventories of merchan- 
dise or raw materials. 



OBJECTIVE . 

'flie student will be able to write a report on tlie purpose of of- 
fice supplies, tlie types of office supplies he would use in a busi- 
ness of his choice, and why controls should be used in handling of- 
fice supplies. 



RESg^RCES REQUIRED 

1. Arrange a trip to a store specializing in office supplies. 

2. Pencil and paper for eacli student. 
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1. lloJid out tlic Readings. 

2. Read aloud the Purpose and Introduction. 



PURPOSli 

In tliis lesson you will look at the ordering and controlling 
of office sujiplies. 



lyi'RODlJCrriON 

Itnci Is, paper, sales slips, accounting forms, and the otlier 
items you need to operate your office do not just appear and in 
the right amount. You must decide what items you need, in what 
(juojit ity you need them, and from where you are going to purchase 
them, brfice supplies represent an asset of the business (you 
paid money out for tliem) ; therefore controls should be set up 
'to make sure they. are used properly. Over a nujnber of years 
you may have invested a few hundred dollars in your office sup- 
plios. 



5. I^lari fy where necessary. 



Stimulus 

4. Mand out pencils ai^d paper to each student. 

5. Instruct tliom to write at the top of the sheet one item they feel 
l:)elongs in office supplies. Have eacli' student then pass the 
paper to the student on his right. On the sheet of paper he 
writes under the item on the paper an item he feels would be 
included in office supplies. The item he writes on the paper must 
not be already listed on the paper. Then he again passes the 
sheet to student on his right and process is continued. He re- 
ceives, writes and passes paper until his original paper returns 
to him. 

6. After all the students have their original paper back, ask one of 
them to list the items on his sheet on the flip cliart. 

7. Ask if any of the other students have other interns to add to the 
list on the flip diart. If so, have them add these items to the 
list. 
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Clarify Problem 

8. Ask if all the itenis on the list are . actually office supplies. 

9, a; If they answer, ^*Yes, they are all office supplies," ask 

them how they define office supplies, 

b. If they answer, "No, they are not a""! office supplies," 
have the students identify those that are not office 
supplies and have them state \vhat definitions of office 
supplies they ased to determine ^s^iether or not an item 
on the list fits their definition. 



P rovide Information 

10. Read Section 1 of the Readings. 



CONTENT 



What are Office Supplies? 

Tliere are many ' different types of items involved in 
office supplies. Some of these are: 

a. pencils 

b . pens 

c. erasers 

d. rulers 

e. stationery for letters 

f. books for - sales 

- receipts 

- joumals 

g. ledger cards 

h. file folders 

i. paper for the Work Sheet, duplicating, etc. 

Office supplies are items which enable you tc do the 
paperwork of your business. 



11. Conpare the explanation given in Readings with the definition 
given by students.. If their definition is more n'.^ingful, 
use it. 

12. Ask the students where office sutjplies can be bought. 

13. Read Section 2 of Readings. . 
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Buying Office" Supplies 

Many of the office supplies you will use can be purchased 
at a stationery store. Before buying any of, these supplies 
you should determine what quantities you are likely to need 
and Row mucli storage space you have, ivlien buying, shop 
around to get the best price possible. Probably you will 
buy in quite large quantities; if you do, you may be able to 
arrange a discount on the purcliase price*' 

.For so.ne' items (such as. special stationery) you may have 
to prepare orders. If this is the case for you, dieck the- 
prices offered and determine the quantity to be purchased 
make sure you order enough so that you won't run short. If • 
you are going to use special stationery make sure it presents 
the image of your business that you want the correspondent 
to have. The appearance of the iDUsiness letter -- the design 
of the letterhead, the quality of the stationery, and the 
neatness and correctness of typing has a real sales value; 
it forms in the mind of the reader a picture of the cliaracter 
of the business firm.. 



14. Ask: ''Is it necessary to control office supplies? 



15. Read Section 3 of Readings. 



3. Controlling Office Supplies " 

Office supplies are generally not expensive as individ- 
ual purchases, but their sum total over a long , period is 
quite large. 

Since office supplies represent a sizable asset of the 
business, their purchase and use must be controlled. 

You should keep office supplies together so that you 
can easily check them by a physical count any .time you need 
to determine their value. In addition, by keeping them to- 
gether, you can readily see when you need to purchase addi- 
tional items,, 

It is, not convenient to make an entry each tijne a 
pencil, a sheet of paper, or some other item is taken from 
the supply cabinet. At the end of the montli, however, it 
is necessaiy to show the cost of supplies used if the ex- 
penses.^ of tne month are to be reported accurately on the 
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"^rofit and Loss StatenBixt. It is also necessary to show the 

ost o£ the supplies on hand if the assets are to be reported 
accurately on tlie Bailee Sheet. 

Che procedure to iaccount for tlie expense of supplies 
used is explained in tlie Finance, Accounting, Bookkeeping 
lessons. Briefly, it involves subtracting Sie cost of sup- 
plies presently on hand from tlie cost of supplies at tlie 
beginning of the period plus the cost of those supplies pur- 
chased during the period. The difference is the cost of 
supplies used duriag the period; this difference is entered 
as the expense of si:5>plies used during the period. 



16. ' Read Section 4 of tlie Readings. 



-J- , 

4. Suimiar)^ 

All offices require items sudi as pencils and paper to 
perform the recording and corresponding activities of the 
business. Office si^plies are assets of the business and 
must be accounted for, and controlled. When buying office 
supplies, deteiTTiine vSaich items are required, and in what 
quantities. Choose your si:5)plier carefully look at 
items, prices, d.iscouits, and as well, the supplier's will- 
ingness to advise you on office supply requirements. 



17, Have the class visit an office supply business. They should look 
at various si^plies available. They should also use the visit as 
an opportunity to see office furnishings and office equipment 
available. 



Indicator ' 
18. Have each student write an ovemi^it report stating: 

a. the purpose of the visit to the business 

b. the purpose of office sispplies 

c. types of office sipplies 

d. vdiat office si^plies he migtit use in a business of his choice 

e. • v^iy controls should be used in handling office S; applies 
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SUBJECT MARKETING 



LESSON MKTS MIDDLEMEN 



INSTRUCTOR'S GUIDE 



OVERVIEW 

Students were introduced to the idea of middlemen in lesson MKTl, 
"Litroduction to Marketing". In the projectuals /used ini that lesson, 
the student saw the wholesaler and retailer involved in the channel of 
distribution. 

The instructor may find some students with considerable knov^ledge 
concerning middlemen. All students will have had experience at the 
reta.il level, but some may be quite unaware of the \>4iolesaler's jpb and. 
how he operates. Ihe in^tn'ctor will have to decide how much enphasis 
should be given to the stud/ of the lesson material. 

This lesson is intended rimarily co increase the students' aware- 
ness of marketing channels, n^ t to provide a study of channel efficien- 
cies , ' • 



OBJECTIVES 

1, • The students will be pjole to define the terms "middlemen" and 

"channels of distribution" . 

2. The students will be able to list the mair: jobs performed by whole 
salers and by retailers. 



REFERENCE MATERIAL FOR INSTRUCTCll 

1. Archer, Maurice. An Introduction to Canadian Business . Toronto: 
McGraw-Hill Co. of Canada Ltd. , 1967. ~ 
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2. Kelley, Eugene J. Marketing Strategy and Sanctions . Englewood 

Cliffs: Prentice-Hall Inc., 1965, ch. 7. 

3. Kotler, Philip. Marketing Management: -Analysis Planning and 

Control . Englewood Cliffs: Prentice-Hall Inc., 1967, 
ch. 16, 17. 

4. Hill, Richard M. Profit By Your Wholesalers Services . "Small 

Marketers Aids ^140, Washington, D.C.: Small Business 
Administration. 

5.. McCarthy, E. Jerome. Basic Marketing: A Managerial Approach . 
4th ed. GeorgetoMi, Ontario: Irwin-Dorsey Ltd., 1971, 
ch. 15 - 19. 



RESOURCES REQiflRED 

1. Projectual MKTl-1, 'Definition of Marketing*' 

MKTl-2, "Fish Marketing'' 

MKT5-1, "Channels of Distribution" 

2. Arranged tour of a local v^iolesale outlet. 

3. Flip chart. 



METHODOLOGY 

1. Do not hand out Readings immediately. 



OBJECTIVE 1: THE STUDENTS WILL BE ABLE TO DEFINE THE WORDS "MIDDLEMEN" 
AND "CHANNELS OF DISTRIBUTION". 



Stimilus 

2. A^k the student': to name a variety of products \^^lich they have 
purchased recently. List the products on a flip chart. 

Ask: "Who produced these products?" List the answers on a flip 
chart. 

Ask: "Can you trace the path that these products followed from 
the producer to the consumer?" 
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1 * * . 

Clarify Problem ■ - 

3. Arrange answt^rs to tlie above questions on a flip chart as follows: 

P roducer Patli Consumer 

• Product A 
Product B 

Product C . 



To help students specify tlie path, ask questions as follows: 



a. ^IVlio handled tlie product before it got to you?'* 

b. 'TVho owned tlie product on its way from tlie producer to you?" 
Ihis should encourage students to suggest some businesses in 
the path sudi as wholesaler, transpv ration company, etc. 

4. After sketching the paths for a few of the above products, show : 
Projectual MTl-1, "Definition of Marketing" and discuss. 

Point out: 

a. that wholesalers and retailers usually handle and own pro- 
ducts as they flow from the producer to the consumer. 

b. that these wholesalers and retailers are called MIDDLEMEN. 

c. tliat tlie path a product takes in getting from a producer to a 
consuiiBr is called a CHANNEL OF DISTRIBUTION. For exaiiple, 
wholesaler and retailer make up the cliannel of distribution 
for the soup. 

5. Sliow Projectual 1^1-2, "Fish Marketing" and discuss the middlemen 
shown. 



Provide Ini:brmatio n 

6. Hand out tlie Readings; read and discuss the Purpose and Introduction. 



PURPOSE 

In this lesson you will discuss how products (goods) get 
from the producer to the consumer. 
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INTRODUCTION 

Few people or business firms buy tliuigs directly from the 
producer (factory or man^' '^■ic^urer) . ^bst products that you buy 
for- your family or for your business will oe bou^it from retailers 
or wholesalers. You should ioaow some of the jobs that thcsf^ re- 
tailers and wholesalers do. In addition, you sJiould know soire of 
the different paths tliat products can take when they flow (niove) 
from the producer to tlie consar.er. 



7. Read Section 1 of the Readings. Show Projectual MKT5-1, ^'Qiannels 
of Distribution", as you read this section. Discuss eacli sub- 
section and ask students to provide examples. 



CONTENT 

1 . Wh at is a Qiannel of Distribution' ;^ 

a. Definition 

'Die path that a" product takes from tlie time it leaves 
tlie producer until it is in tlie hands of the final con- 
sumer is called a QMNNEL OF DISTRIBUTION. 

ft, ^ 

Ihe people or businesses tliat handle the. product as it 
moves from the producer to tlie consumer are called MID- 
DLEMEN. Hiey handle tlir goods from the time they ' -^aA^s 
tJie producer until they reacli tlie consumer. 

A typical cliannel o£ distribution .may be shorn as fol- 
lows ; 

Goods move from 



PRODUCER 


to 

I_ 

MIDDLEMEN 
I 

to 



CONSUMER 
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MK15-1 aiANNELS OF niS'nUBUilON 



SUBJECT 



•llVldHll 19NIH311* 



SERIAL NUMBER 

•3ll1<JHn 33NIH3u' 




Form No. 267 



TECNIFAX FILEAILE TRAHSrAREHCY MOUNT 
lV»"n iO" MASK — USE «V5i"» H" FILM 
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lypes of Middlemen 

Ihe most common types of middlemen are W|-IOLESALEI<S and 
lyBTAILERS. 

(1) A WHOLESALER bu)''s products from producers and sells 
tliem to retailers or other businesses. 

(2) A PvETAILER buys products from producers or whole- 
salers and sells tliem to end or^ final consumers. 

Different Qiannels of Distribution 

Hie re are many different patlis or cliannels for tlie pro- 
duct to follow when it goes from tlie producer to tlie 
consumer. Some of the most frequently used cliannels of 
distribution are: 



PRODUCER 
(factory, manufacturer) 








( 





UJ 



CNJ 

I 

LU 

5 



I 

LU 

i 

5 



WHOLESALER RETAILER 



LU 

5 
i 

WHOLESALER 

si. 

RETAIUER 



(TNSUl^FS 

•(final CONSUfCRS.OR BUSINESS Ca>ISUMERS) 



(1) Channel 1 

From producer - — ) direct to 



consumer 



Ihis channel, when it is used, is used mostly by 
business consumers. Very few final consumers buy 
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directly froia the producer. For exanple, when you 
buy products for your fajnily you will hardly ever 
buy directly from tJie producer. Ch tlie other hand, 
if you manage a business you may buy products dir- 
ectly from the producer. No middlemen will be in- 
volved in tliat case. 

C2) Qiannel 2 

From producer — > to wholesaler — >to consumsr 




niis is tlie most cnnmon 'hannel used by business 
constuners. Very few final consumers bu>' directly 
from wiiuief a lf> rs . 

If you manage a business you will probably buy pro- 
ducts from a wholesaler. IVholesalers usually sell 
only to businesses and, unless a person has a busi- 
ness licence, he will have a hard time trying to 
buy straig^it from a wholesaler. In recent years 
there has been a trend towards wholesale or dis- 
count houses which sell directly to the public at 
low prices . 

C3) aannel 3 

From producer - — > to retailer ^ to consumer 

- This channel is used mainly by final or end consum- 
ers. Most final or end consumers buy products from 
retailers. Retailers may buy directly from pro- 
ducers . 

C4) O iannel 4 

From producer to wholesaler to retailer-^ to consunjer 

Ihis is the mst common channel of distribution, for 
final or end consumers like you and 1. Most pro- 
ducts are handled by wholesalers and retailers be- 
fore they get "to individuals and families. 

As you can see, there are several different ways products 
can flow from producers to consumers. In most cases 
middlemen are involved in tlie distribution process, but 
in some cases they are not. 

If you operate a retail business you will have to decide 
from whom to buy your, products (for resale). You will 
probably buy most of your products from wholesalers. 
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If you run a production business you will h^yo to decide 
to whom you will sell your products. Will you sell di.r- 
•ectly to tlie people? Or will you sell tlirough whole- 
salers or retailers, or botli? 



Indicator 

8. Ask eadi student to write in hi.s own words his definition of 
ndddlemen and cliannels of distribution. Review the material if 
necessary. 



OBJEaiVE 2: . Tl-IE STUDENTS WILL EE ABLE TO LIST MAIN JOBS PERFORMED 
BY WHOLESALERS AND BY RETAILERS, 



Stimulus ' . ' . 

1, Write tlie following statement on top ''of the flip chart - ''Middle- 
nen Don't Do Any Good - They Just I^e Prices Hi^er For the 
Consumer'', 



Clarify Problem 

2. Discuss above statement. Develop lists of the advantages and dis- 
advantages of Middlemen. Refer back to Projectuals MKTl-1 and 
MKTl-2 to help in making these lists. 

3. Read Sections 2 and 3 of the Readings, 
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2 , What Purpose Do Middlemen Serve? 

Many people ask, "Why do we have middlemen? What use- 
ful purpose do they serve?" Some people think prices would 
be a lot lower if there weren't any middlemen. What do you 
think? 



even 



a. 



Actually middlemen do some iirportant jobs. Prices migjrit 
be higher if it weren't for middlemen. 

Useful Jobs Performed by Wholesalers (Middlemen) 
Wholesalers -usually hyjy from producers and sell to re- 
tailers or other businesses. The following diagram shows 
this process: 
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PRODUffiR 



WHOUESALER 



RETAIL OR OTHER 
BUSINESSES 



Miolesalers perform the following iinportant functions: 

(1) Ihey buy from many producers (therefore they have 
a wide selection of merchandise) , and they buy in 
large quantities (therefore prices are usually 
lower) ; 

(2) Ihey store and transport the products; 

(3) They sell the products in sn&ller, more convenient 
quantities to retailers or other businesses ; 

(4) They often help retailers with financing and pro- 
motion, 

Tliese functions are shown in the following diagram: 
Producer 1 Producer 2 Producer 3' Producer 4 Producer 5 




Buys in large quantities 
Buys from many produce ts 
Stores the product 




WHOLESALER 





Ships the product 
Sells in smaller 
quantities 

tailers with 
financing ^ promotion 



Retailer 1 Retailer 2 Retailer 3 Retailer 4 Retailer 5 
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WitJiout wholesalers, eadi retailer would have to buy | 
from many different i-)roducers. Since my one retailer ! 
usually buys in small quaiitities, he would likely have 
to pay a higlier price. He would have to store most of 
the product, whicli would be costly. He would also haA/e 
no help with financing or promotion. Tlierefore, prices 
would vp'ry likely be hi^er if the wholesaler were elim- 
inated/ Ihe wholesaler also makes tilings a lot more con^ 
venient for the retailer, who can get a wide variety of 
products by going to one wholesaler. It is sijipler to 
deal with one wholesaler tlian witli 10 or more different 
producers. Wholesalers are very iirportant middlemen. 
When you are in business you will likely buy most of . 
the products your. business needs from wholesalers . 

Useful Jobs Performed by Retailers 

Ketailers are very inportant businesses in our economy. 
Most products tliat individuals buy are bought from re- 
tailers . (for example , food, clotlies, cars, gas, etc.). 

Retailers perform tlie following inportant functions: 

(1) They store a wide variety of products from which 
the consumer may clioose ; 

(2) Ihey price the products, provide delivery, and 
perform ot!ier seridces ; 

(3) Ihey provide the consumer widi infonnation about 
products (through advertising and salesmen) ; 

(4) They bring the ri^t products to a place that is 
convenient to the customer. 



Ihese functions are shown in the following diagram: 
Producer Wliolesaler 1 Wholesaler 2 



Buys a wide 
variety of products 



Provides other 
conveniences 




RETAILER 




nnntii 



Displays, stores, 
prices § promotes 
the product 



Consumers 
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It would be very inconvenient if you had to go to 50 
different producers or wholesalers to buy the things you 
. and your famly need. 

It is mucli easier to go to one (or two) nearby retail 
businesses and get all the products you need. Retailers 
jnake shopping mucli more convenient. 



3. Summary 

Qiannels of. distribution are made up of middlemen who 
do tlie jobs needed to get product? from producers to con- 
sumers . 

Middlemen are very inportant. Tliey make buying more con- 
venient [and in most cases less expensive) for botli business 
consumers and final or end consumers. 



4. Discuss the Readings. Students sometimes have difficulty in 
seeing that wholesalers can actually reduce prices. Students 
should look at all tlie jobs which are done by wholesalers. If 
there were no wholesaler, who would do tlie job? Could it be- done 
cheaper by someone else? In most cases, tlie costs of tlie retailer 
and tlie producer w^ould go up if they were to perform the jobs whicli 
are done by wholesalers. 

5. Arrange a tour of one or more different wholesale businesses witli 
wliicii students may later do business (grocers, hardware, etc.). 
Arrange, if possible, for students to be able to ask questions 
after the tour. 



Indicator 

6, Ask eacli student tr list four main jobs of a wholesaler and of a 
retailer. 
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SUBJECT 



BUSINESS lAW 



..LESSa\ BL7 SPECIAL CQNTRACTS: n-IE SALE OF GOODS 



INSTRUCTOR'S GUIDE 



OVERVIEW ' . 

The content o£ tliis lesson covers a wide scope of the law gov- 
erning contracts o£ sale. The lessm deals briefly with the absolute 
or ordinary sale, conditional sale, bill o£ sale, chattel mortgage and 
bulk sale . 

It is suggested that tlie mstructor who is not too familiar witli 
this field review tiie reference material suggested, 

Tne lesson content will be easier for tlie students to learn if the 
instructor provides examples to illustrate tlie different types of sale 
contracts.- Using actual exarrples can make tlie material easier to un- 
derstand and more relevant to the students' needs. 

It is inportant that tlie students recognize that they can only 
have a passing acquaintance witli this field of law and that they will 
need tlie help of a lawyer in drawing up any involved contracts. 
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OBJECTIVE 

Hie students will be able to identify types o£ sa.les contracts 
and tliey will be able to show how to protect tliemselves in each type 
of sales contract. 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. Mger, W.A. Sunmary of Canadiaai Comniercial Law. Toronto: Sir Isaac 
PLtman (Canada) Ltd., 1962, pp. 236-288. 
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2. Qiapmaii, F.A.R. Fuadainentals of Canadian Law . Toronto: McGraw- 
Hill Co, o£ Canada Ltd., 1965, pp. 179 - 204. 



I^GOURCES REQUIJ^D 

1. Ihe following legislation from your province: 

a. Conditional Sale Act 

b. Bulk Sale Prt 

c. Bill of Sale Act 

d. Qiattel Nbrtgag3 Act 

2. Resource person - lawyer or other person knowledgeable about 
contracts. 



METHODOLOGY 

1. Hand out the Readings; read and discuss tlie Purpose arA Intro- 
duction, 



PURPOSE 

'Ihis lesson will briefly review four different legal ap- 
proadies to the sale of goods, plus one way of taking security 
on a chattel. 



INTRODUCTION 

Regardless of the type of business in which you will .be in- 
volved, it is likely to include the sale of soine nierchandise or 
goods. Throughout the course the idea of s'ale of merchandise 
has been discussed. But so far we have not been concerned with 
tlie legal aspects of the sale of goods. This lesson deals with 
the provisions which provide for the protection of the vendor 
(seller) and the buyer. 

Tlie sale of goods is actually a contract. It is sometimes 
called a special contract since it deals with a specific area. 

In this lesson you will discuss contracts that deal with 
the methods of transferring omership of goods from tlie vendor 
to a purchaser. 
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Since each sale a businessman makes is a contract, it is 
important for the businessman to know tlie various aspects o£ 
making sales and the ways he mi^t protect himself. 

The lesson will consider tlie four main classes of sales with 
which the businessman should be concerned. 



(BJECTIVE: THE STUDEN^FS WILL BE ABLE TO IDENTIFY TYPES OF SALES 

CCNTR vsJTS AND IHEY WILL BE ABLE TO SHOW HOW TO PROTECT 
THE^t^'ELVES IN E^^^CH TYPE OF SALES CONTRACT. 



Stimclus 



Ask students: 



a. ''If you purchase a used car from someone y are you assured 
ownership of the car if you get possession?'* 

b, ''If you purchase the mventory of a 'going' business, are you 
assured of netting clear title to the goods?" 



Clarify Problem 

3. Discuss the two questions. Students may have had experience re- 
lated to either of these questions and shoiold be encouraged to 
share their -experiences . 

Instructor shoiald make "sure students distinguish the difference 
between ownership and possession. A person may own and possess 
some goods. He may own goods but not have physical possession, or 
he may have physical possession and not own the goods. ■ 



Provide Inforaiation 

4. Read Sections 1 and 2. 



CCNTENT 

1. Types of Sales Contracts 

Ihe four classes of contracts which deal with sale o£ 
goods are: 
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a. absolute sale (ordiaary sale^ 

b. conditional sale 

c. bill o£ sale 

d. bulk sales 

Ihe chattel mortgage affects a change of ownership in goods 
and is quite similar to the bill of sale except that it is 
normally for the purpose of, security on a loan. 

Absolute Sale (Ordinary Sale) 

The law governing the sale of goods is a branch of con- 
tracts. Since there are some special rules regulating the 
sale of goods, each province, except Quebec, has enacted 
legislation regarding sale of goods. 

a. Definition 

An absolute sale or ordinary sale occurs v/hen the sel- 
ler transfers or agrees to sell the ownership of goods 
or merchandise to a buyer for a money considera!tion. 

(1) If the transfer of ownership occurs iiraiediately 
the transaction is called a sale. 

(2) If the transfer of ownership takes place at a later 
time, the transaction is called an agreement to 
sell. Ihie sale does not take place until a speci- 
fied time or until a specific condition is ful- 
filled. 

Ihe ownership of the goods is an inportant consider- 
ation since, in case of the loss of the goods, one mu?t know 
vrtiether the vendor or the purchaser is the owner of the goods. 
It is the intenticn of transfer vrtiich is iii5)ortant - v/hen was 
the ownership intended to be transferred. If a car dealer 
sells a person a car and is paid, there is no doubt that the 
ownership is intended to be transferred iraiediately. If the 
car dealer sells a person a car with the understanding that 
it will be painted before the purchaser receives it, the 
ownership is still with the car- dealer inless they agree 
otherwise', 

Loss of goods is normally tlie seller's loss until owner- 
ship has passed to the buyer. Hien the buyer has the risk, 
whether or not delivery has taken p)ac^.^.. 

Ihis brief discussion of the ordinary sale does not ' 
cover the topic conpletely; also included are the delivery of 
goods (time, place, quantity), acceptance of goods, payment 
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price and tiie actions whicli could be taken i£ the contract 
is not honoured by either seller or buyer. However time does 
not permit gomg into these topics in detail- 



.5. . Discuss the ordinary sale and relate to the conditions o£ a con- 
tract. Students should see that each sale in a store is in fact 
a contract. Since transfer of ownership and possession occurs 
immediately, thiere is usually no problem. 

Ask students: 'TIow can a seller of a television who sells with 
only a small down payment protect himself against non-payment for 
tlie teleA/dsion?" Discuss. 

6. Read Section 3 of the Readings. 



3. Conditional Sale 

A ccnditional sale is made by a seller to a buyer with 
the understanding that ownership does not pass to the buyer 
mtil a specific condition is fulfilled. Usually the buyer 
receives the goods and has possession of the goods but he 
does not have ownership mtil the condition is carried out. 

The most comrnon type of conditional sale is that in which 
the ownership remains with tlie seller mtil the price is paid. 
Very often this may involve payments, of the goods by instal- 
ments. 

Ihe conditional sale is often used in the sale of manu- 
factured goods, cars, machinery, household and office .furn- 
iture. The conditicnal sale permits the seller to give the 
buyer some credit terms without giving omership. If payment 
is not made, it is easier to get the goods back tlian with • 
some of the other sales methods. 

'Ihiere are various types of conditional sales. 

a. Ihe lien note metliod is a promise to pay a stated price 
by instalments with ownership remaining witli the seller. 
It provides for the risk of loss of goods to be carried 
by the buyer and it further provides that should pay- 
ment not be made, the buyer is responsible for any ex- 
pense involved in giving tlie seller possession of the 
goods.' It usually provides that the seller can re-sell 
the goods and if the sale price is not enougji, he can go 
back to the original buyer to make up the difference. i 
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b. Mother type o£ conditional sale is tlie hire-purcliase 
agreeiTBnt. Tne buyer agrees to hire or rent, the goods 
with an option to purchase the goods at a fixed price 
at the end of the lease period. The payments of rent 
are tlien applied to the purchase price. If the rent is 
not paid, the seller gets possession of the goods. , 

The conditional sales contract must be in writing. Ihe 
contract must also be registered in a special office of tlie 
government. 

It is inportant before buying used goods, cars, etc., 
to dieck in tliis office to see if tlie goods are registered 
as having been originally sold under a conditional sales con- 
tract. For instance, if you buy a used car from an individu- 
al you should check to see if tlie seller actually owns .the 
goods. He may have possession because he is buying under 
conditional sales but he may not have ownership so he is not 
allowed to sell the goods as if he owned them. 

If a conditional sale exists but it is not registered, 
the person buying the goods would have' lawful ownership and 
tlie original seller would be in trouble. If, however, the 
goods are registered and the second buyer does not check for 
a registration, he may pay for goods to i>^iich he cannot get 
ownership since the goods are still owned by the original 
seller. 



7. Discuss Section 3. Students should see that under a conditional 
sale where tlie ownership remains with the seller, it is possible 
to repossess a car or television even if it is on the reserve. 
(Section 89 (2) of the Indian Act.) 

This can be iirportant for students who, in the course of business, 
will deal with people on reserves. 

8. Read Section 4 of tJie Readings. 



4. Bill of Sale 

The piece of paper wiiicli a buyer recesives when ho makes 
a purchase is called a sales slip or a receipt. The bill of 
sale is a more formal document which is reqmred when some- 
one buys something but does not receive possession immedi- 
ately. For exanple, if you buy a car for cash from someone 
but you decide to leave the car with the seller for two weeks 
more, you need some proof that you have purchased the car. 
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There is a possibility that the seller o£ the car would tr>' 
to sell the car to someone else, iii which case, you need 
proof that you are the real owner o£ the car even i£ you do 
not have possession. 

A bill of sale is not needed when ownership and posses- 
sion are both transferred immediately as is tlie case in most 
sales. The contract of sale is enou^. A bill of sale is 
necessary only if the seller keeps possession of the goods 
for some reason. Ihe bill of sale is necessary because the 
person in possession of ttie goods appears to be the owner of 
them. 

To be legal, a bill of sale must be in writing and it 
must be registered with the office responsible for this in 
each province. It must be signed by the seller and witnessed 
by the buyer and another witness. 

It is^ inportant to note that the person who buys goods 
against \>iiich there is a registered bill of sale will have 
to return the goods to the true owner. Ihe search for a 
registered bill of sale is therefore inportant. 



9. Discuss Section 4. Students should see the bill of sale as a 
means of protection when goods are purchased but physical posses- 
sion is not immediately obtained. 

10. Read Section 5 of the Read:^»Jigs. 



5 . Chattel Mortgage 

Ihe chattel mortgage is very much like the bill of sale. 
It is a document which is given by a borrower to a lender 
when certain goods are taken as security. Let us take the 
exaiiple of a person who owns a cax worth $1,000 .00. Suppose 
the car is fully paid for> and the owner wants to borrow 
some money against the car. Ihe chattel mortgage is the 
document \^^lich gives the lender of the money the ownership 
of the car in return for the loan. The possession would re- 
main with the borrower. 

To protect himself against the possible sale of the car 
to someone else, the lender mist do the same as with the bill 
of sale. He must register the chattel mortgage with the 
appropriate office in each province. 
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Hie cliattel niortgage document states trie payments which 
must be made to pay off the loan. In case ii« 3 payments are 
not made, the lender has the rigjit to enter the borrower's 
premises, s^Aze tlie goods, to sell them and to sue the bor- 
rower i£ the price is not sufficient to pay off the loan. 
Hie lender must however give the borrower 20 days in which 
he has tlie opportunity to redeem tlie goods. 



11. Discuss Section 5. Students should see that the chattel mortgage 
is not a contract of sale in the usual sense but it does provide 
for a change in ownership, 

12. Read Section 6 of the Readings. 



6. The Bulk Sale • ' . 

The bulk sale is ^ special type of sale which is of in- 
terest to anyone who is purdiasing an existing business. 
The bulk sales contract is a contract to buy either a part or 
the entire stock or inventory of a business. 

The purpose of the Bulk Sales Act is to prevent a person 
(merchant or other type of business) from sellfmg his in- 
ventory or stock in bulk so as to leave his cn^ditors unpaid. 
Th.e Act prevents the seller from retaining the money ^ich 
he owes to creditors and it prevents him from paying some 
creditors and not otliers. Tlie Act provides for a fair dis- 
tribution among the different creditors. 

It is tlie buyer's responsibility to see that the cred- 
itors are paid. The metiiod of dealing with the purchase of 
bulk stock of an existing business is to obtain from the 
seller a sworn list of names, addresses and amounts owing to 
all creditors. 

If the amoint of money paid for the goods is not enough 
to pay *the creditors then tlie creditors must consent to the 
sale or the purchase price must be given to a trustee (lawyer 
or someone else) who will distribute the money among the 
creditors . 



13. Discuss Section 6. Students should consider the effects of the 
Bulk Sales Act if they were to purchase an existing business. 

14. Read Section 7 of the Readings'. 
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7. Summaxy 

Ihe above discussion of the classes o£ contracts which 
deal with the sale o£ goods is only an introduction to these 
topics to give you an idea of the types of sales which exist. 

A lessen in this course cannot cover all that there is 
to know about these topics. Should you have problems in 
these areas, it is best to consult a lawyer who will provide 
the infomation required to prevent you from mai'tng very 
costly mistakes. 



Indicator 

15. Have students discuss the type of special sales contract which 
migjit be involved in each of the following: 

a. You purchase a used car and pay for the car in cash. 

This is ail ordinary sale, but the purchaser should 
search the appropriate offic<^ in his province to 
determine if there is a conditiorial sale, bill of 
sale, or chattel mortgage registered against the car. 

b. You purchase a 50% interest in a general store. 

The buyer must coirply with the Bulk Sale Act. The ^ 
Act puts the onus on the buyer to obtain a declar- 
ation about the creditors of the business an.d to en- 
sure that the creditors are not defrauded. ^ 

c. You purchase your nei^bour's truck for $600.00 cash with 
.the understanding that he can still use it for Z months un- 
til he finished the work he has started. 

The buyer must obtain a bill of sale if the truck is 
purchased for cash. This bill of sale must be regis- 
tered if it is to protect the purchaser against the 
possible sale of the truck to someone else. 

d. Your nei^bour owns a car valued at $1,200.00 which he has 
paid for in full. He needs $600.00 in a hurry and approaches 
you for the money* What t>'pe of document should you prepare 
to give you security for the $600.00 you loan him. 
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The lerder must obtain a chattel jnortgage which leaves 
the possession o£ the car with the nei^abour but gives 
ownership to- the lender- Ihe chattel must be regis- 
tered. When the loan is paid o££, the lender returns 
the ownership o£ the car to the nei^bour, 

e. Ask students £or examples o£ other situations and let them 
determine the type o£ sales contract they would use and how 
they would protect themselves.. 

Ihe instructor can make arrangements £or a lawyer or other person 
who is knowledgeable , about contracts to act as a resource person 
in tJie near £uture, at which time the students could «iiscuss the 
whole area o£ contracts. An alternative is to leave the visit o£ 
the resource, perscn to the last Business Law lesson and have stu- 
dents discuss all aspects o£ business law. Another approach is. 
to get a resource person in now £or a discussion o£ contracts and 
another later £or a discussion o£ other aspects o£ business law. 
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SUBJECT 



\BSSCa MKlb PlJRaL'\SING 



iNS'ii^utrroR's guidh 



0VHRV7I-W 

I\irdiasing is aii iinportant fmctiou in ariy biosiness which handles 
products- Mietlier the business buys for resale or for its ovvn use in 
a manufacturing operation, the problems of buying tlie right quality and 
quantity, at tlie riglit price and time, is ci^r present. 

'fliis lesson introduces the students to the, terms and forms used in 
purcliasing. Hie students should realize tliat a lot of knowledge and skill 
are involved in doing a good job of purdiasing. As future biosinessmen 
who will be involved in purdiasing, tliey will need to study tlie needs of 
their customers. Ofeen^ help will be available from tlie wholesaled* who has 
extensive e5q:)erience. However, there is no siiostitute for tlie personal 
knowledge wliidi tlie businessman must acquire about tiie needs of his cus- 
tomers. Tlie sales of the businesses will depend on the businessman's 
ability to purdiase tlie products he needs at the ri^it price at tlie 
riglit time . 



QBJT5CTIVES 

1. Hie students wi}l discuss the factors that must be considered in. 
. purdiasing msrdiandise for lesale. 

2. Ihe students will correctly conplete a purdiase order fom. 



REFERENCE MATERIAL FOR INSTOUCTOR 

1. England, Wilbur B. Hie Purdiasing System . Homewood, Illinois: 

Ridiard D. Iwin, 1967,' dis. 1, 2, 3, 5, 6, 7, 8, 9, 10, 11. 
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Kelley, Pearce C. et al. How to Organize and Operate a Small 
Business. 4th ed, Englewood Cliff.> ^ITJ* : Prentice -Hall, 
Inc., 1968, pp. 330 - 351. 



RESOURCES REQUIRED 

1. Projectual MKT6-1, ''T\\e Buying Jobs" 

2. Blank purchase order form (1 for each student). Obtain" from a 
wholesaler. 



METHODOLOGY 

1. Do not hand out tlie Readings immfidiately. 



OBJECTIVE 1: THE STUDEWS WILL DISCUSS THE FACTORS THAT MUST BE 
CONSIDERED IN PURCHASING MERCHANDISE FOR RESALE. 



Stimulus 

2. Ask the students to volunteer personal knowledge of situations whe 
small businesses got into trouble because they did not know very 
much about purchasing. 

Ask: ^^What are som important factors which you would take into 
consideration if you were buying merchandise for your small 
business?" List the suggestions on the flip chart. 

Clarify Problem 

3. Show Projectual MKT6-1, ''The Buying Jobs". 

Discuss the buying jobs, relating them to the points made by the 
group . 

Provide Information 

4. Hand out the Readings and read the Purpose and Introduction. 
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HJRPOSE 

In the lesson you will learn some ways to decide what merchandise 
you should purchase, where and when it should be purchased, and how 
you should order it. 



INTRODUCTION 

Knowing \vhat merchandise to buy, how much, from whom and when 
to buy it are vital to the operation of a small business. 

It is very important to avoid mistakes when ordering merchandise.. 
If products are not available when customers want them, customers 
may go elsewhere. In addition, it is costly to have to store large 
amounts of slow-moving merchandise. Usually the owner-manager of a 
small business buys goods for resale in moderate amounts. He does this 
because he is not likely to have enough money to keep large amounts of 
merchandise on hand. 



5. Read Section 1 of the Readings. 



CONTENT 

1. Buying the Right Mercliandise 

When you are managing a business make sure you know what 
your customers need and want. You will not sell very much unless 
you have the products your customers want. 

Here are some questions you should ask yourself when buying 
merchandise: 

a. Will my customers see that the merchandise is useful to them? 

b. Is the merchandise of good quality? 

c. Does the supplier have a good reputation? 

d. Is the price of the merchandise reasonable? 



6. . Ask students if there are additional factors which they should consider 
in buying merchandise. 

Some additional points that may be considered when buying merchandise: 
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a. the profit potential of merchandise 

b. the sales support needed 

c. the suitability of the merchandise in respect to other products 
being sold. 

7. Read and discuss Sections 2 and 3 o£ the Readings. 



2 . . Buying Merchandise at the Right time 

a. Basic Merchandise 

This merchandise must be on hand in the business all the 
time. For example, in a grocery store you should always 
; have some bread, iriilk and butter on hand. 

b. Seasonal Merchandise 

This merchandise is bought only at a certain time of the 
year because it can be sold only at certain times. For 
example, in any type of store you would not purchase 
Christmas trees for sale during the summer months. 

It is your responsibility as manager to plan ahead when 
buying from suppliers. This means that you should- be sure you 
always have enough of the basic merchandise on hand to meet cus toner 
needs. You should also plan your orders of seasonal merchandise 
so that it arrives and is available for sale at the most approp- 
riate time of the year. 

3. Buying Merchandise at the Right Place 

There are two main suppliers of merchandise for you to choose 
from: a manufacturer or a wholesaler. You must choose the 
supplier that can give you the quality of goods that your customers 
will buy, can offer the lowe-:! prices and tenns of sale, and will 
provide the most dependable delivery to your business. 

a. Buying from Manufacturers 

Advantages 

(1) The merchandise may be fresher and the styles newer. 
Because they are always in touch with managers like 
yourself, manufacturers try to change their merchandise 
to suit the most recent custaner needs. 

(2) When you deal directly with the manufacturer you will 
be eliminating the wholesaler's profit and sometimes 
you get quicker delivery. 
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(3) l£' you want special merchandise it is better to go to 
the manufacturer. A wholesaler does not usually carry 
special merchandise because he must deal with many 
different businesses. 

b. Buying from Wliolesalers 

Advantages 

(1) You can get a wide variety of merchandise from whole- 
. salers. The wholesaler buys merchandise in large quan- 
tities from many different manufacturers because he gets 
discounts for large orders. The wholesaler then sells 
this merchandise in smaller quantities to small busi- 
nesses. 



(2) With some merchandise, the wholesaler does the same job 
for your business as you do for your customers. That 
is, when wholesalers buy from the manufacturers, they 
select what they think you can sell and then store it 
for you until you want to buy it. This is both conven- 
ient for you and helps to reduce your costs. 

(3) Wholesalers tend to give small businesses extra services 
not normally offered by manufacturers. 



Some examples are: 

(a) easy cre^dit terms 

(b) bookkeeping assistance 

(c) providinj^ personal services through salesmen 

(d) providing' the manager with reliable information 
about the market potential of various products, 



Indicator 

8. Ask students what factors they would consider in buying xlo thing 
for a general store? for a clothing store? 

Ask what factors they would consider in buying supplies for a tourist 
camp? purchasing stock for a remote community general store? 



OBJECTIVE 2: THE STUDENTS WILL CORRECTLY COMPLETE A PURCHASE ORDER FORM, 
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Stimulus 

1. Ask students what essential infomation they would include on a 
purchase order to a wholesaler. 



Clarify Problem >- ■ 

2. List students suggestions on a flip chart and discuss. 
Provide Information 



3. Read and discuss Sections 4 and 5 or the Readings. 



How to Buy the Mercliandise 

Orders are placed by use of a p urchase order , A purchase 
order is a legal contract between you and your supplier, where- 
by the supplier agrees to sell you certain items of merchandise. 

On looking over his merchandise, John Thomas, the o\^aler- 
manager of a small store" in Willow Point found he was low on a 
few grocery items. He made out a purchase order as shown on 
the following page. 

A purchase order should provide the following information: 

a. Date : Write in the date t]ie order is filled out* 

b. Order Number : You. fill this number in yourself. You will 
usually start with ORDER InD. 1 on your very first order, 
then No. 2 on the, second order, etc. 

c. Ship To : Write the name of your business and your address. 

Example: Ship To: John Thomas Store 

P.O. Box 29 . 
Willow Point', Manitoba 

d. To: Write the name of the supplier you are buying the 
merchandise from, 

Example: To: Western Groceries ( 

1200 Main Street 
Winnipeg 2, Manitoba 
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furcha.se order 



(a) Date /Q ^ 

(b) ■ Order No. Q 



(C) Ship To {J^.j^J_^'')J/nnAAl f(jy^/. 

(d) To: UfjJjAy^. iJAO^t^AJl^J . 



(e) - Date ^Qo^^.t:q^ O^.^njLlL.lf-' 

(£) Ship Via IaI/i fhj ,J/UJrA<> . 

Cg) F.O.B. -^^^v^^ ^ 

[h) Terms 



(i) Please Take My Order for the Following 
Quantity Code Description 



n -113b JUmu rXm^ 



No/W-t 


Price/Case 


Total 


^// 




















7.75 


7, 75" 














A (Signature) 
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e. Date Required : Delivery dates are iiiiportant because your 

— ' nie^^elTandise must arrive befor.^ your customers need jr want 

. to buy it. Ordering your supplies early will give the 
supplier a chance to meet your deadline, 

£. Ship Via : Here you sliould tell the supplier how you want 
your goods sent to your business: 

(1. A. r - (CP. Air) 

(2; 's^ail - (C.N. Rail) 

(3) Truck - (Walter's Trucking Company) 

g. - F .O.B. (Free on Board): IVhen merchandise is or^'e:•^d, r 

must be decided who will pay th^ shipping costs. 'lieTv' 
are three ways merchandise can be shipped: 

(1) F.O.B. Supplier's Shipping Point (Example: F.O.;k 
Winnipeg) . The supplier is responsible for the goods 
until they are delivered to or picked up by the trans- 
portation company. The responsibility for the goods 
passes to you and you must pay the freight charges 
from there to your business. 

(2) F.O>B. Your Business (Example: F.O.B. John ITiomas Store) 
The supplier pays all the transportation charges and is 
responsible for the goods until they arrive at your 
business. 

(3) F.O.B. Your Town (Example: F.O.B. Willow Point) 

The supplier pays all the freight charges to the town 
that you have your store in. Wlien the goods arrive 
• in the town the responsibility for the goods passes 
to you and )i^ou pay for the delivery charges (if any) 
from the station to your business. 

h. Tem s (Suppliers' terms of Sale): This refers to the length 
of time th/At suppliers give you to pay for merchandise. 

For example, if the terms 'are '1/10 net 30" and the invoice 
is dated June 10, this means you may take off 1% of the 
total bill if it is paid within 10 days (or by June 20); if you 
you do not take advantage of the 1% discount, you must pay 
the total bill in 30 days (or by July 10.) 

Usually you kriow what the suppliers terms of sale are before 
you decide to buy the goods from him. But sometimes you can. 
negotiate the* terms with him to suit your needs. 
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i. Quantity, Code, Description, Price, Total : This is the 

main part of the purchase order form. Tn this section you 
should state the name and code of the item, the quantity 
required and the size of boxes, tins, or bottles, the 
price of each item and the total price, 

j. Signature : You must sign the purchase order form so that 
, if it is accepted by the supplier it becomes a legal 
contract. In case of a dispute, the signed purchase order 
can be used as evidence in court, 

5. Summary 

In lesson MKT4, 'The Right Product and Right Service",, you 
discussed the need to determine the types of products to stock 
and the value of providing good service to your customers.. In 
this lesson you have had the opportunity to discuss ^viiat to 
order where to order, when to order and how to order. It is 
important that you carefully plan each one of these things to 
ensure that you have the proper goods available for sale when 
they are needed. 

Ordering may seem like a simple matter but unJ.ess hardled 
properly, errors can result. Errors could mean that you do not 
have certain goods available for sale vAien they are needed and 
customers go elsewhere. Errors can also be costly if you 
receive (and must pay for) large amounts of ^ slow -moving goods 
and store them for long periods of time. 

Proper management of purchases can help your business to 
be more successful. 



Indicator 

4. Refer students to the blank Purchase Order form in the Readings or 
' provide them with a form obtained from a wholesaler. Have them fill 
out the form with the following information: 

Today's date 

12 

John's Store 
Poplar Point, Manitoba 

Scott's Wholesaling Co. 
2020 Downing Street 
Winnipeg, Manitoba 

10 days from this date 

C § D Trucking, 
Winnipeg, Manitoba. 
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a. Date: 

. b . Order No . : 

c. Purchaser: 

d. Supplier: 

e. Date required: 

f . Ship Via: 
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T-» r\ "n 

F.Q.B. 


rOpiar rOlliT. 






Terms: 


2/10, n/30 






Quantity 


Description 


Price /unit 


iotai 


7 


shirts 


$ 4. 00/ each 


$ 28.00 


2 


boots 


lO.CO/pair 


20.00 


6 


pants 


5.00/each 


30.00 


24 cans 


beans 


.20/can 


4.80 


12 tins 


tobacco 


2.50/tin 


30.00 


48 cans 


milk 


.25/can 


12.00 
$124.80 



.NOTE: Students should be aware that tliey must give a conplete des- 
cription o£ shirts, boots and pants giving size, colour, style, 
etc. for each. 
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PURCIiASE ORDER 








fa) 


Date (today's date) 






fbl 


Order No. 12 


Cc) 


Ship to Jolin's Store 








Poplar Point 








Manitoba 






[d) 


To: Scott ^s l\^olesaling Co. 


fe) 


(10 days from 




2020 DovvTLing Street 


(£) 


Shin Via C Pi Tl Truckinp 




Winnipeg, Manitoba 


(g) 


F.O.B. Poplar to^nt 






(h) 


Terms 2/10, n/30 


Please Take My order Foi TJie Following: 




(i) 


Quantity Description 


Price/unit 


■ Total 




7 shirts 
2 boots 
6 pants 
24 cans beans 
12 tins tobacco 
48 cans milk 


$ 4. 00/ each 
10.00/pair 
5. 00/ each 

.20/ can 
2.50/tin 
.2 5/ can 


$28.00 
20.00 
30.00 
4.80 
30.00 
12.00 






Total $124.80 






(j) 










- >^ Signature 
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SUBJECT 



FINANCE, ACCOU>JTING, BOOKKEEPING 



LESSON FAB13 BOOKKEEPING REVIEWED 



INSTRUCTOR'S GUIDE 



OVERVIEW 

The student has been away from FAB lessons for a period of time. 
This lesson is to' 

1. refresh the student on the bookkeeping techniques and principles 
studied to datej 

2. show the total bookkeeping system as an integrated system, not just 
parts. 

When doing this lesson and acconpanying case, the student should 
be encouraged to review the lessons FAB3 to FAB12 on his own. Try to 
have the students explain, clarif/, and help each other as much as 
possible, rather than having them rely on you, the instructor , to do 
these tasks. 



OBJECTIVE 

Given financial data about a business, the student will set up and 
use a set of books in order to prepare a Balance Sheet and a Profit and 
•Loss Statement for that business at the end of a striced accounting per- 
iod. 



RESOURCES INQUIRED 

1. Case FAB13-1, ''Jacob Stone'' 

2. Lesson FAB3 to FABll Readings, 
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3. Projectual FAB13-1, ^'Bookkeeping Reviewed^', 



MEmODOLOGY 

1. Hand out Readings. 

2. Read Purpose and Introduction and discuss 



PURPOSE 

In this lesson you will review the bookkeeping practice you 
have learned in EAB lessons 4 to 11. * 



INTRODUCTION 

It is sometiTiies said tliat the records o£ a business are the 
'^eyes'* o£ the business. Through his recordSj the businessmn is 
able to see the financial position (how much is owned by tlie busi- 
ness and how mucli is owed by the business) at any point in. time, 
and also determine whether or not the business has made or has 
lost money during a certain period o£ time. It is therefore im- 
portant that you are familiar with and can use proper bookkeeping 
tediniqr^s . 



OBJECTIVE: GIVEN FINANCIAL DATA ABOUT A BUSINESS, THE STUDENT WILL SET 
UP AND USE A SET OF BOOKS IN ORDER TO PREPARE A BALANCE 
SHEET AND A PROFIT AND LOSS STATEMENT FOR THAT BUSINESS AT 
THE END OF A STATED ACCOUNTING PERIOD. 



Stimulus 

3. Ask one of the students to briefly outline the bookkeeping cycle 
studied to date. 



Clarify Problem 

4. List tlie student's answers on the flip chart. 

Answers should contain the following: 

' a. prepare opening balances 
b. journalize and post opening balances 
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c. prepare ordinary business transactions 

d. journalize and post business transactions 

e. take a Trial Balance 

f . conplete a Work Sheet . 

g. prepare the financial statements 

h. journalize and post the closing entries 

i. take a post-closing Trial Balance. 

5. Show Projectual FAB13-1. (Point out each step listed in point 4 
above as it is shown on the projectuial,) 



ProAade Information 

6. Read Sections 1 to 5 of the Readings. 

After each section refer to the FAB lesson the student can look 
at in order to obtain additional information. If necessary read 
the. appropriate lesson in order to clarify problem areas. Below 
is a cross-reference of the Readings section and the appropriate 
FAB lesson for additional information. 



FAB13 - Readings Section 




Previous FAB Lessons 


Section 1 


FAB3 
FAB4 


- "What Is a Business Worth? 

- Starting the Bookkeeping System 


Section 2 


FAB5 
FAB6 
FAB7 


- Recording Business Transactions 

- Recording Revenues § Expenses 

- Taking the Trial Balance 


Section 3 


FAB8 


- tveparing the Work Sheet 


Section 4 


FAB9 
FABIO 


- Elementary Profit § Loss State- 
ment 

- Elementary Balance Sheet 


Section 5 


FABll 


- Recording Closing Entries 
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FAB13-1 BOOIJCEEPING REVIEWED 



SUBJECT 

•3iVldN3i 39NIH331* 



SERIAL NUMBER 

• 3iV1dV(3l 39NIH33i* 



START 




ENTER IN 
JOURNAL 



^^~eORREeT 



PREPARE 
WORK SHEET 



YES 




DO DEBITS 

EQUAL 
CREDITS P 




PREPARE 
FINANCIAL 
STATEMENTS 




^~COiRRECT 
1 ERRORS n 



ENTEBIES 



PROFl 
LOSS 



25 





POST TO 
LEDGER 



DO DEBITS 

EQUAL 
CREDITS? 



YES } FINISH 



lAONCE 
SHEET 



(TECNIFAXj 



fc^mNo. 267 



; •TECHINCE fEMPLATE* 



• TECHINGE TEMPLATE* 



• TECHINGE TEMPLATE* 



TICNIFAX FILEABLI TIUNSPARINCY MOUNT 
7Vx"x\Q" MASK^USI aVi"x\\" FILM 
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CONTENT 

1- Malyzing Business Transactions 

A business transaction is an exchange o£ values that 
causes dianges in the assets, liabilities, or net worth o£ 
a business. Since transactions cause dianges in the assets, 
liabilities, or net worth, they may be classified by the man- 
ner m whicli tliese items (assets, liabilities and net worth) 
are affected. IVben analyzing business transactions it would 
be wise to keep in mind tlie fundainental accounting equation: 

ASSETS = LIABILITIES + NET WORIH 

a. An asset increase is acconpanied by one of the following: 

(1) An asset decrease 

(2) A liability increase 
(3} A net worth increase. 

b. A liability decrease is accompanied by one of the fol- 
lowing: 

(1) An assqt decrease 

(2) A liability increase 

(3) A net worth increase. 

c. A net wortli decrease is acconpanied by one of the fol- 
lowing: 

(1) An asset decrease 

(2) A liability increase 

(3) A net worth increase. 

In actual business transactions, combinations of these 
fundamental types are commonly found. No matter what trans- 
action takes place, tlie fundamental accounting equation 
(ASSETS = LIABILITIES + NET WORTH) must remain in balance. 

It is easily seen that a system fcr recording the dianges 
in the assets, liabilities or net wortli must be set up. For 
this purpose an account is set up for each asset, for each 
liability, and for each net worth, and the dianges are re- 
corded in these accounts. 

In bookkeeping an account is a device used to show the 
increases and decreases of some specific asset, liability, or 
net worth item. The account contains infonnation about tJie 
business transactions that affected tliat asset, liability, 
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or net worth item only. Exact infoimation about any one item 
can tlien be obtained quickly from the information summarized 
in the account for that item. 

Mien recording the information about a business trans- 
action into a particular account, you must determine whether 
tlie transaction increased or decreased the value of that 
item. The conventional method for doing tliis is as ^rollows: 

a. Increases in assets are recorded on the left side of the 
account. s 

b. Decrea£>es in assets are recorded on the right side of 
the account. 



c. Increases in liabilities and net worth are recorded on 
the right side of the account. 

d. Decreases in liabilities and net worth are recorded on 
tlie left side of the account. 

In accounting the left side of an account is called the 
DEBIT side and the right side of an account is called the 
CREDIT side. Using the debit and credit sides of an account, 
the increases and decreases can be shown as follows : 



WHEN TO DEBIT AND WHEN TO CREDIi 



(Increases in Assets ) 
DEBIT (Decreases in Liabilities) 
(Left Side) (Decreases in Net Worth ) 

(Decreases in Assets ) 
CREDIT (Increases in Liabilities) 
(Right Side) (Increases in Net Worth ) 

The key to using the words "debit" and "credit" lies in 
remenberihg that debit mean.s left and credit means right. 
To debit an account, the amount is placed on the left side of 
the account, and to credit an account,, the amount is placed 
on tifie right side of the account. 

Remembering that the fundamental accounting equation 
(ASSETS = LIABILITIES + NET WORTH) mus t always be in balance ; 
it is easily seen that an increase must be balanced by an 
equal decrease. 

The record of each transaction, called an entry, must 
always have debits equal to credits. Ihis does not mean that 
each debit must be balanced by a credit of an equal ajnount, 
but the total debits for a given transaction must be equal 
to the total credits. 
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When analyzing p. business transaction ask your- 
self these questions: 

a- What accounts are affected? 

b. Are the accounts assets, liabilities, or 
net worth? 

c. Are ths accounts increased or decreased? 

d. Should the increase be recorded by a debit 
or a credit? 

e. , Should the decrease be recorded by a debit 

or a credit?' 



2. Recording Business Transactions 

Qice you have analyzed the business transaction and have 
determined which accounts are affected which accounts are 
increased and whidi are decreased, which are debited and 
which are credited -- you are ready to record the information 
into your books. 

The first book you will enter the information into is 
called a Journal , or is sometimes referred to as a book of 
original entry. The Journal is a book in which a record of 
all the. biosiness transactions is made as they occur- It is 
a chronological record of all' the business transactions your 
business is engaged in. You migjit think of it as a finan*^ 
cial diary. 

When you write the transactions into the Journal' you 
must record the date of the transaction, the accounts af- 
fected and the anount to be debited or credited to each ac- 
count. For each transaction the total debits imast equal 
the total credits. 

After recording the transactions" into the Journal, you 
must bring the accomts affected vp to date. As tlie biasiness 
continues its operations, the assets and the liabilities will 
change. Some of these changes will not have any affect .on 
increases or decreases in the net worth. The written records 
must show clearly the present balances in all accounts. 
Therefore, the information recorded in the Journal must be 
transferred to the accounts affected. The process of trans- 
ferring the debits and credits from the Journal to specific 
accounts in the Ledgpr is known as posting. Posting is kept 
as nearly up to date as possible. 
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Wlien posting tlie Ledger accounts, you must reiTiember that 
the information being recorded in tliat account is the only 
part o£ the transaction that affects that account. Ihere- . 
fore, a debit entry in the Journal is posted as a debit entry 
in the Ledger account. Likewise a credit entry in the Journal 
is posLad as a credit entry in the Ledger account. When all 
the posting is completed, the total of tlie debit balances of 
the Ledger accounts must equal the total of the credit bal- 
ances of the Ledger accounts. Tliis is so, because after 
postipg the couple te transaction, you will have made debit 
and credit entries in at least two accounts for eadi trans- 
action. 

In order to check your posting, you should take a Trial 
Balance. A Trial Balance is singly a listing of tlie accounts 
showing their balances (debit or credit). After listing the 
accounts and their balances, tlie debits are totalled and the 
credits are totalled. Hie total debits must equal the total ' 
credits; if these do not^you have made an error and must cor- 
rect it immediately. After correcting tlie error, again take 
a Trial Balance to make sure the. total debits equal the 
total credits. 



The Work Sheet 

The Work Sheet is a columnar device whicli enables tlie 
account balances to be arranged into Balance Sheet and Pro- 
fit and Loss Statement items. 

The Work Sheet you have been using up to now in the 
course is a six-column Work Sheet (it has 3 pairs of columns) . 
The first -air of columns, is the Trial Balance taken from 
tlie Ledgex . The second pair of columns is for the items that 
inake up. tl'ie Profit and Loss Statement, while the third pair 
is for the items listed in the Balance Sheet. 

a. S teps in Preparing the Work Sheet 

The following are steps to follow in the preparation of 
the six-column Work Sheet. 

(1) Write the heading on the Work Sheet stating the 
name of the business and the date of the^end of the 
period covered by the Work Sheet. 

(2) In tlie Trial Balance columns, enter tlie balances 

of the Ledger accounts as they appear before closing 
entries are made. Add the debit and credit columns, 
which must have equal totals. 
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(3) Distribute the reventie and ejxpense accounts to the 
Profit and Loss Statenent column, and the asset, 
liability, and net worth accounts to the Balance 
Sheet column. 

(4) Calculate the net profit or net loss by finding 
the difference between the debit and credit colums 
of the Profit and Loss Stateinent section of the 
Work Sheet. 

A net profit will be the result when the total of 
the credit colum is larger than the total of the 
debit colurm. The net profit is the amount of the 
difference. Add the difference to the total of 
the debit colurm in order to balance the debits and 
credits. 

A net loss will be the result when the total of the 
debit colum is larger than the total of tlae credit 
column. The net loss is the ajiiount of the differ- 
ence. Add the difference to the total of the cred- 
it column in order- to balance the debits and credits 

(5) Extend the net profit (a credit) or the net loss (a 
debit) to the Balance Sheet columns. A net profit 
(a. credit) is entered in the debit column; a net 
loss (a debit) is entered in the credit colum. 

(6) Add the debit and credit columas of the Balance 
Sheet sections, which must have ^.^qual totals. 

Purposes, Uses and Advantages of Using a Work Sheet 
The i/ork Sheet is a device used to assist in the prepar- 
ation of financial statements. Its arran,gement sinpli- 
fies the preparation of the statement by proAdding for 
the separation of Balance ,^jheet accounts from operations 
accounts , and provides a convenient place for calcu- 
lating the net profit. Below is a list of the purposes, 
loses, and advantages of using a Work Slaeet. 

(1) The usual form of the Trial Balance is prc^aded to 
determine whether the debits and credits in the 
ledger are equal. 

(2) A summary of the accounts is provided wJiich shows 
the results of the accounting period, and gives 
the manager an overall view of the business . 

(3) The mathematical accuracy of entries, accounts, and 
statements is known before the books are closed. 



859 



(4) Tne profit or loss for the accouating period may 
be known quickly; in fact, even before the books 
are closed or the statements are prepared. 

(5) Ihe Work Sheet usually provides the information 
necessary for the preparation of the closing entries. 

(6) The assets, liabilities, revenues and e5(penses are 
separated for easy preparation of statements. 

(7) Preparation of financial statements is sinplified. 
In fact, the statements may be prepared from the 
Work Sheet without havang to enter the closing 
entries into the books. . 

(8) Statements may be prepared without having to form- 
ally close off the .books. 



Financial Statemen ts 

The two principal financial statements used by most busi- 
nesses are: 

a. Ihe Balance Sheet 

b. Ihe Profit and Loss Statement. 

The Balance Sheet shows what the business owns, what it 
owes to its creditors., and how much investment the owners have 
in the business. It can be con5)ared to a snapshot, showing 
the financial conditions of the business at a certain point 
of time. , 

The Profit and Loss Statement (sometimes called the Op- 
eration Statement, Statement of Revenues and Expenses, or 
Income Statement) is a summary of the business operations for 
a certain period, usually between two Balance Slieet dates. 
The Profit and Loss Statement can be conpared to a moving 
picture ; it indicates the actiAdty of a business over a cer- 
tain period of time. 

In very general terms, the Balance Sheet tells you where 
you are, and the Profit and Loss Statement tells you how you 
got there since the last time you had a Balance Sheet pre- 
pared. 



Closing Bitries 

Closing entries are made at the end of accounting periods 
to close the revenue and e:)q)ense accounts, and to summarize 
the accounts* These entries are necessary for segregating 
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and summarizixLg tlie revenues and expenses fox' each ac- 
counting period in order to determine tlie net profit or net 
loss for that period. l\\e Profit and Loss Stateinent may be 
used as a guide in preparation of tlie closing entries, or. 
these entries may be prepared from tlie profit and loss col- 
unns of the Work Slieet. CLosing entries serve the following 
purposes: 

a, Qear tlie nominal accomts (the accounts used for tlie 
Profit and Loss Statement) of tlie transactions of tiie 
past accounting period. 

b. Show in the net wortli account the result of all oper- 
ations of tlie accounting period, (Hiat is, tlie net pro- 
fit or net loss.) 

Closing entries are entries used to transfer the bal- 
ances of the nom.inal accounts to the net worth accounts. 
'Hiis is usually done by means of a clearing account, called 
the profit and loss account. 

The closing entries may be separated irito two steps. 
Ihe first step is to close all open accounts (accc'unts hav- , 
■ing a debit or credit balance) by closing the revenue and 
e:?q)ense accounts to the profit and loss account. The 
second step is to close the profit and loss account to the 
net worth account. 

After posting the closing entries, a Trial Balance should 
be taken to ensure tiiat tlie Ledger balances, lliis Trial Bal- 
ance is called tlie Post-Closing Trial Balance. 



7. Read Section 6 of the Readings. 
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Si mimary 

Hie bookkeeping cycle, as worked. out up to this timSj 
contains tlie following steps: 

a. Prepare opening balances 

b. Journalize and post opening entries 

c. Journalize ordinary business transactions 

d. Post the Ledger accounts 

e. Take a Trial Balance 

f. Conplete the Work Sheet 

g. Prepare financial statements 

h. Journalize and post the closing entries 

i. Take a Post -Closing Trial Balance. 
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8. Show Projectual FAB13-1 to aid in discussing the Readings o£ 
Section 6 . 

Indicator 

9. Hand out Case FAB13-1. 

10. Read case and instruct the students to complete the assignment. 
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SUBJECT FINANCE, ACCOUNTING, BOOKKEEPING 



LESSON FAB13 BOOKKEEPING REVIEWED 



CASE FAB13 - 1 
JACOB STONE 



Jacob Stone worked a number o£ years as a clerk in various retail 
stores. During the last five years he managed to save some money with 
the intention o£ buying his own store. For the past year he has been 
investigating the possibilities o£ opening a grocery store in his home 
community. 

Jacob contacted various agencies about the possibility o£ borrow- 
ing money to buy a buildings eqidpment, merchandise, and to cover 
operating expenses. Jacob also contacted R.J. Smith about buying a 
building that he owned. He contacted various suppliers, checking their 
prices o£ merchandise, freight charges, and credit. 

On January 23rd, Jacob received word that his request for a loan 
had been granted. The Government was willing to lend hijn $13,500.00 
if he agreed to the following terms: 



1. Jacob would invest $1,500.00 of his own money into the business, 

2. Jacob would allow the government to take a mortgage on the land, 
building and equipment that he would buy with the loan. 

3. The loan would be repaid within 15 years at an interest rate of 
6 1/2% annually on the unpaid balance. 

4. The books of the business would be open to inspection by goveni- 
ment officials. 



Jacob agreed to the terms of the loan and began final izinii the 
plans for the business • 
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Below is a record o£ the transactions from January 23rd, 1969 to 
the end of business on February 4, 1969. 





23 


T>/3p/3Tv<^rl p^iqVi 1 nan 


$17 trnn nn 

^>Xw/ , «JVyVy • \J\J 


JaniiaTV 


23 


Invested own monev 


1 500.00 


Januarv 


24 


Paid R.J. Smith, cash for buildincr 
and land, (lai^d $1,500.00) 
(building $6,500.00) . 


8,000.00 


January 


24 


Purchased equipment 


2,875.00 


Janua?!y 


24 


Purchased fixtures 


895.00 


January 


25 


Purchased supplies 


175.00 


January 


25 


Purchased merchandise - 


1,275.00 


January 


26 


iSol ci TnpTrharidi '^p 


175. OC 


January 


27 


9nl d mprrhandi sp 


225.00 


January 


28 


Sold merchandise 


125.00 


January 


28 


Purchased merchandise 


150.00 


January 


28 


Paid freight charges 


6.00 


January 


28 


Withdrew cash for personal use 


175.00 


January 


30 


Sold merchandise 


78.00 


January 


31 


. Sold merchandise 


101.00 


January 


31 


Paid power bill 


1,500.00 


February 1 


Sold merchandise 


79.00 


February 2 


Paid part time help 


86.00 


February 2 


Sold merchandise 


125.00 


February 3 


Sold merchandise 


116.00 


February 3 


Paid for repairs 


65.00 


February 4 


Sold merchandise 


147.00 


February 4 


Purchased merchandise 


203.00 


February 4 


Paid freight charges . 


13.00 


February 4 


Withdrew cash for personal use 


50.00 



Inventory on hand at the end of business (February 4) was $808.00. 



Instructions 

1. Journalize and post all opening balances. 

2. Journalize and post all business transactions. 

3. Prepare financial statements for the period ended February 4. 

4. Journalize and post all closing entries. 
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SUBJECT 



MARKETING 



LESSON MKT7 STOCKKEEPING 



INSTRUCTOR'S GUIDE 



OVERVIEW 

It is quite easy to see how well a business is organized by walking 
tlirou^ a merchant's warehouse. Many ineTcliants lose considerable money 
because they do not know what stock they have and so either run out or 
have too much on hand, or because there is considerable spoilage o£ 
goods due to poor storage. 

This lesson gives the students some guidelines to follow in checking 
and receiving goods, and should create an awareness o£ the need for 
good stockkeeping practices. Experience and observation of other busi- 
nesses will help the students leain tlie specifics of stockkeeping. Stu- 
dents may wish to read some of the references listed for more infor- 
mation. 



OBJECTIVE . 

Given the necessary shipping information, tlie student will know 
how to receive and check a shipment of merdiandise . 



REFERENCE MATERIAL FOR INSTRUCTOR 

1. England, Wilbur E. Ihe Purchasing System. Homewood, Illinois: 

Richard D. Irwin, 1967, ch. 4. 

2. Ritdi, Kelly. Recei\dng, Checking and Marketing . Austin^ Texas: 

Ihe University of Texas, 1969. 
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3. Shaffer, Harold. Fundajnentals of Retailing . Toronto: McGraw-Hill 

Co. of Canada Ltd. , 1965^ pp. 21 - 55. 

4. Uiiversity of Texas, Stockkeeping . Austin, Texas: Tlie Ihiversity 

of Texas, 1965, pp. 37 - 122. 



RESOURCES REQUIRED 

1. Projectual MKT7-1, ''The Stocking Jobs" 

2. Case MKT7-1, "Cliecking Merchandise 

3. Filmstrip and record, "Receiving, Checking and Marking ^^rcllandise' 

r ■ 

METHODOLOGY 

1. Hand out tlie Readings; read and discuss tlie Purpose and Intro- 
duction. 



PURPOSE 

In this lesson you will look at how to receive and check mer- 
chandise shipments ^rom your suppliers. You will also see why 
stockkeeping is important to the success of a business. 



INTRODUCTION 

As a businessman, you must keep a record of all tlie shipments 
you receive from your suppliers. You must do tliis to make sure 
that you have received the right goods, tliat the goods are not 
damaged, and tliat you do not re-order goods that you already h^ve 
in stock. 



OBJECTIVE:" GIVEN H-E InIE-CESSARY SHIPPING INFORMATION, THE STUDETnIT WILL 
KNCW HOW TO RECEIVE AND Q-ECK A SHIPMENT OF MERCHANDISE. 



Stimulus 

2. Show Projectual MKT7-1, ^'The Stocking Jobs*\ Have students give 
their inpression of marking, checking and receiving. Explain if 
necessary. 



MKT7 

MlCr7-l IHE STOCKING JOBS 




MKT7 



3. Hand out case MKT7-1, "Checking >ferchandise" and go over it v/ith 
the students . 



Clarify Problem 

4. Have the students list on a flip chart the problems they see in 
the case, tlie reasons for them and possible solutions. Discuss. 

5. Read Sections 1 and 2 of tlie Readings. 



CQNTENT • 

1. What is Stockkeeping ? 

Stockkeeping refers' to the handling of merchandise with- 
in the store and the storage area and moving it from one 
place to anoAer as needed. Efficient stockkeeping includes 
caring fol^me iTErchandise and keeping it arranged in an or- 
derly manner so that the selling process is made faster, ' 
easier and more convenient. 

Stockkeeping also includes careful handling and checking 
of merchandise to ensure that tlie correct amounts are re- 
ceived in good condition and that damage does not occur prior 
to the sale of tlie goods. 



2 . ' Ihe Inportance of Stockkeeping 

Merchandise represents money. Lost, dajnag^d or soiled, 
merchandise represents a loss of money. Therefore, it is 
important tliat you check to make sure that you receive all 
tlie goods you ordered. It is equally inportant to avoid 
' damage and soiling after goods have been received. In addi- 
tion, older merchandise should always be sold first and re- 
placed with new stock (called stock rotation) . 

An orderly arrangement of stock in the storage area is 
a must if you wont to acconplish the above objectives. 

Most of these things were not done by Gordon Munro in 
tiie case you just read. His poor stockkeeping practices were 
costing him nmey in lost and damaged goods. 

Let's examine the steps that should be taken in proper 
stockkeeping. 
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Discuss tlie leadings. The instructor should enphasize that it is 
inportant for tlie busiaessman to build good relations witli his 
suppliers and tlie transportation conpanies. Tliis can result in 
.faster delivery of inercliandise , easier settleinents of any problems 
in shipment shortages, and r>roiiipt attention to damages or de- 
fective Kiercliandise claims. 

Read and discuss Sections 3 and 4 of the Readings . The students 
my wish to read some of tlie reference material for more infor- 
mation. 



Receiving tlie Shipment • 

IVhen a shipment of mercliandise is delivered, it should 
be put in a place where the nunber of pieces can be counted 
easily. 

Here is a procedure for you to follow when receiving 
merchandise. 

a. Ihe delivery man will have a list (Bill of Lading) 
showing tlie nunber of pieces in the shipment and the 
total wei^t. 

b. You and the delivery man should dieck the nunber of 
pieces you have received with the nunber stated on the 
Bill of Lading. 

c. If there is a shortage, the delivery man should make a 
note of it on the Bill of Lading. 

d. As you count the number of pieces in the shipment you 
should mark the date on eacli container witli a marking 
pen or grease pencil. 

e. You should check to see if any of the containers are 

■ damaged in any way. You should open any containers that 
appear damaged to see if tlie contents are dajnaged or 
broken. If so, you should have tlie delivery man write 
a note on the Bill of Lading and you can. put in a claim 
to the tr^asportation conpany. 

f. Once the boxes are counted and checked for damage by 
yourself and the delivery man, you can sigx the Bill of 
Lading and keep your copy in a Bill of Lading File. 
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BILL OF: LADING 



DATE: 



19 



CONSIGNEE 



SHIPPER 



CARRIER 



CCD. □ 

PREPAID D 
aiARGE □ 



Pieces 


Description of Shipment 


V^teight 


Rate 


Total 














s5 Total No. of Pieces 

Total Wei^t o 










Total $ 





Signatures : 
Shipper 



For Carrier 



Consignee 



I have received 
the above goods 
in apparent good 
order 

Date 
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4. Qiec king tlie terchandis e 

After signing for tJie shipment, you must check to see i£ 
tlie ri^it goods, in the rigjit quantities, are in the contain- 
ers. Here is a procedure you can use to clieck the merchan- 
dise . 

a. You should locate a copy of tJie supplier's -invoice . It 
is usually inside or attached to the outside of one o£ 
the containers. 



b. 



e . 



Check o££ the number and type o£ mercliandise in the 
sliipment against L.j supplier's invoice. 

I£ tliere are any sliortages you should make a note o£ 
them and inform tlie supplier accordingly. 

Wlien you have conpleted checking the merchandise recei- 
ved against tlie supplier's invoice, you should compare 
his invoice with your file copy of tlie purchase order 
you used to order the merchandise. 

Make a note of any differences in the type, quantity or 
price of the goods ordered and received. These differ- 
ences-may come about if: 

Cl) some goods \vere not available and have to be back 
ordered 

(2) soma goqds were not available at all 

(3) tlie supplier did not have enou^ goods to fill all 
the order 

(4) there has been a sudden price change on some goods 

(5) some goods have been substituted. 

'"You should write to the supplier telling him what prob- 
lems Vou have with his mercliandise shipments and suggest what 
you think can be done to overcome these problems. 



8. Refer the students to the conpleted purchase order form in lesson 
MKT6, "Purchasing", for the following exercise in stockkeeping. 
Assme the shipnent resulting from tlie purcliase order has arrived. 
Have the students use the following information to coji5)lete the 
bill of lading and invoice forms, and to^ explain the procedure they 
would follow in handling tlie situation. 
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a. Bill of Lading 

(1) 5 cartons received weighing 210 lbs Q .50/100 for freight 

(2) F.O.B. Poplar Point (prepaid) 

(3) one of the cartons appears to be damaged. (Instructor 
should make sure tliat the students know what to do in 
tliis instance - have delivery man make a note of tlie 
damaged carton on the Bill of Lading and sign below it.) 

b. Invoice I 

(1) Terms 2/10 , N30 

(2) 6 pants @ $5.00 eadi are listed on tlie invoice but have 
been back ordered (b.o.) 

(3) one of tlie cans of milk has been damaged by tJie trucking 
coirpany and- the spilled niilk has spoiled the labels on 
most of tlie otlier cans in tlie case. (In this situation, 
the trucking coirpany will usually replace the whole case 
of milk or the actual number of cans damaged) . 



Hie instructor should ensure that die students follow tlie pro- 
cedures for receiving and checking mercliandise outlined in Section 
. 3 and 4 of tlie Readings. 

9. Read Section 5 of tlie Readings. 



5. Summary 

Stockkeeping is the orderly handling of mercliandise to 
ensure that the correct amounts are received, to avoid damage 
in handling and storage and to ensure that stock is rotated 
properly. 

Stockkeeping is inpoitant because merchandise rep7;esents 
..money, lhat is, money has been paid out to obtain the mer- 
cliandise and it can be recovered (along with normal profi"*-) 
only if the merchandise is sold at full retail price (not 
damaged, soiled or lost) . 

Ihe steps outlined in tliis lesson for proper receiving 
and checking of merchandise can help to satisfy the needs of 
both your business (giving a satisfactory return on sales) 
and your customers (ensuring that they receive mercliandise 
in good condition)'. 
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INVOICE 



Supplier 



Sold To 



Sliipped To 



Via 



Our 

Nunfcer 



Date 

CJustoners 
Order 



Salesman 



F.O^B. 



Tonus 



Quantity 



Description 



Price/Unit 



Total 
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BILL OF LADING 



SHIPPER ^-LLiU^J.^ 



2d2b i W..- 




i 



CARRIER jl_O^Ju^ 



DATE 



C.O.D. □ 

PREPAID 0 
CHARGE □ 



19 



Pieces 


Description of Shipment 


Weight 


Kate 


Total 






Zib 


.Sal loo 


JOS' 




--TotarNo, of Pieces 

Total Wei^tfc^ 






















Total $ 





Signatures: 

Sl^ipp^r ( yf^^ For Carrier 



S^-.-^J have received 
the above goods 
in apparent good 
order 



Consigt^ee ''j 
892 




Date 
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INVOICE . 

"Dur ~ 
Nuirijer ^,^325 

Date 

Custoirers 

Order 

Salesman — 

F.o.B. jipU -Pru'l^tr 

Terms ^ /A^ 



Quantity • 


Description 


Price/Uilit 


Total 


7 






ot> 






2, 






00 


2d 




^ la . 






06 












zd 


4 




\h 






6d 
















0-6 












to 



Supplier ^cr-'r^ h\U^,>.iLtr^ fV 
2Ci2() 

Sold To '^L;^::^/;, 

Shipped To f^da^ '&rit Via CmD Ju^L'n^ 
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LESSON- MKT7 



STOCKKEEPING 



CASE MKT7 - 1 



CHECKING MERCHANDISE 



Gordon Munro owns and operates a small general store and a laundro- 
mat in his home town with the help of his wife. His sister also helps 
him on weekends. The fact that Gordon is well liked in the coJimmity 
has added to the success of his business. He has considered expanding 
his store; he is not as yet in a financial position to do so. 

In the past year Gordon has been having various problems with his 
stock. He often finds that he has too much of one type of stock and not 
enough of another. In addition, more and more of his stock seems to be 
damaged, soiled or old« 

He found out earlier today that he has 200 boxes of economy-size 
soap on hand in his stockroom - enough for .three or four months • On the 
other hand, his stock of regular-size soap is 'down to five boxes - not 
enough to last out the week. He also- discovered that mice had chewed 
into a case of macaroni end ruined most of the boxes , which meant the 
macaroni had to be thrown out. While checking 'his stockroom Gordon found 
a case of bread mder several cases of canned'^ goods . It had been there 
for about a week and was thoroughly flattened. There was nothing he 
could do but dispose of it. 

• Let's look at last week -to find the reasons for these latest prob- 
lem'i. At that time. Gordon received two shipments from two different 
suppliers. Both shipments were delivered to the store by truck. Gordon 
and his wife were. too busy to count the boxes or check the items received 
so the driver just unloaded the shipments in the stockroom. Since the 
stockroom was crowded the driver piled the shipments wherever he could 
find room. Gordon signed the deliver/ slips and left his copies, on the , 
counter near the cash box. 

Today Gordon decided he should rearrange things in his stockroom,. 
He also thought he had better check the shipments received last week to 
make sure that he had received everything. Gordon looked for the delivery 
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slips but wasn't able to find them. His wife said she thought she re- 
membered seeing them in the rash box. Fortunately they were still there. 

Gordon returned to the stockroom and decided to check if the cor- 
rect number of boxes were delivered. Gordon couldn't find three boxes. 
He checked further but still couldn't find them. Upon checking his in- 
voices Gordon discovered that the three missing cases contained soap. 
He decided that part of the soap had probably been sold in the store and 
the rest had likely been taken to the laundromat; however, he couldn't 
be sure . 

Gordon thgjr^decided to see if he had received the correct goods. He 
discovered tli^ the shipment included 100 boxes of economy-size soap. 
Two weeks ago, he had received 100 boxes but he had not checked the ship- 
ment when it arrived and had ordered this size soap again the next day. 
He now has \200 boxes on hand. 



Questions fa<r Discussion 

1. IVhat are\the problems facing Gordon? How did these problems come 
about? V 

2. What can GordSTMp^to eliminate or reduce some of his stockkeeping 
problems? 
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SUBJECT 



FINAjNCE, ACCOLMriNG, bookkeeping 



UBSSON FAB14 IIEGOIIDING YOUR PUJCllASES 



INSTRUCTOR'S GUIDE 



OVERVIEIV 

A business has to buy supplies and iDerchandise , and pay for services 
and other expenses. Just as the business might give out credit to it's 
custoniers, many of tJie suppliers it deals with will allow tiie business 
to cliarge it's purchases. Credit is given out on tlie understanding that 
the items or services will be paid for at some future. date. 

A ''^isiness also has to deduct various amounts off the pay cheques 
of its employees (for exanple Canada Pension Plan contributions , Uiem- 
ployment Insurance contributions, and Income Tax deductions). 'Ihese 
amounts must be paxd to the proper agencies at some later date. 

A business collects sales tax on certain sales. Tfie business- is 
acting as a collection agent for the government and i^tust remit tiie .sales 
tax, less commission, tliat it has collected. , ' 

In all the situations described above, tiie business owes money to 
tlie suppliers, or to tlie government. Tlie business most keep accurate 
records of tliose to whom it owes money, what the "terms of tlie agreement 
were and when tiie purcliase was. made. In order to have an accurate and 
conplete record, many businesses set up and use a Purcliases Journal and 
an Accounts Payable Ledger. 

The Purdiases Journal contains information of credit purcliases in 
a chronological sequence. In it is recorded only transactions that in- 
volve accounts payable. These transactions might involve the purcltase 
of mercJiandise, collection of deductions from enployees' pay dieques, 
obtaining of services, or any other transaction tiiat. involves the re- 
ceipt of an item or service witli tlie agreement of payment later. 
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The Accounts Payable Ledger contains individual records for eacli 
person, business, or agency to whidi tlie business owes money because 
o£ a purdiase transaction. Ihe information from tlie Purcliases Journal 
is transferred to individual accounts in tlie Accounts Payable Ledger in 
order tliat tlie businessman can qmckly see how mucii money he owes in 
total to eadi creditor and what transactions make up his total debt to 
tlxat creditor. , ' ' ' 

In order to control tlie accuracy of tlie posting of tiie Purdiases 
Journal, an accounts payable control account is set up in the General 
Ledger. At the end of the montli, tlie accounts payable in the Purdiases 
Journal is summarized and totalled, tlien posted to the accounts payable 
control in the General Ledger. To dieck tlie accuracy of the Accounts 
Payable Ledger posting, a Summary of Accounts Payable is drawn up. Tlie 
total of tills Summary must equal the balance in the accounts .payable 
control account. \ 

It is inportant tliat tlie businessman know how much money he owes 
due to tlie purdiase of supplies , merdiandise , etc. It is just as im- 
portant tliat he knows to whom he owes the money and when it must be 
paid, llie books used to provide this information are the Purchases 
Journal and the Accounts Payable Ledger. 



OBJECTIVE 

Given various purdiase invoices, the student will set up and use 
a Purchases Journal and an Accounts Payable jjedger. • 



RESOURCES REQUIPED 

1. Case FAB14-1, '^Accounts Payable" 

2 . Ledger Sheets 

3. Multi-column Journal paper. 



NETHODQUOGY 

1. Hand out Readings, and then read tlie Purpose and Introduction. 



PURPOSE 

In this lesson you will learn how to record into your books 
the purdiase of merdiandise on account. 
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INT]^ODUCri ON 

All goods bought for tlie purpose of resale are knom as n^r- 
diandise . Ihere are two niethods of payinent commonly used to pur- 
cHase nierciiandise . Ihe first method is to pay cash upon receipt-, 
of tlie jnercliandise ; tliis is known as a cash purcliase . Hie. second 
is to arrange to pay for the mercliandise at ^ome later date ; this 
is known as a purdiase on account . 

IVhen a business does mucli of its purchasing on account, time 
is saved -in journalizing and posting by recording all inwices in. 
a separate Journal loroun as a Purcliases Journal. 



OBJECTIVE: GIVEN VARIOUS PURQIASE INVOICES, HE SlIIDENT WILL SET UP 

AND USE A PUROrlASES JOURNAL AND AN ACCOUNTS PAYABLE LEDGER. 



Stimulus 

2. Ask tiie students how tliey tJiink they will get mercliandise, supplies, 
etT, if tliey do not have tlie casli to pay for tiiese purcliases. 

A business has to buy supplies, mercliandise, etc. from other busi-^ 
ness. Just as the business might give out credit to it's customers, 
it might receive credit froin it's suppliers. If it receives credit, 
it'^must keep accurate records of those to whom it owes money, how 
}md\ it owes, and when it must pay. To do tliis, it sets up and 
uses a Purchases Journal and an Accounts- Payable Ledger. 

Provide Information 

3. Read Section 1 of tlie Readings, and discuss. 



CONTENT 

1. Buying Mercliandise on Credit 

As mentioned in the Introduction, mercliandise can be 
paid for upon receipt of the merchandise, or arrangements can 
be made to pay for tlie mercliandise at a later date. Buying, 
merchandise witli an agreement to pay at a later date is 
known as purchasing on account. / 

In order to operate, a retail business has to hxxy mer- 
cliandise for resale. .Suppliers, just like many stores, give 
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out credit to tlieir custoniers if these ciistoiiiers are con- 
sidered a good ris^c. IVlien businesses give credit out to 
otlier businesses, tliis is known as '^ trade credit ." 

Hie ajnount of money you" owe to eacli supplier from wliicli 
you reoBived mercliandise on account is referred to as an 
account payable. Because accounts payable are money tliat 
you owe to otlier businesses you must know tlie following: 

a. How mudi is owed to eacli creditorV. 

b. How mucii is owed to all creditors? 

c. • IVlien do tlie bills have to be paid? 

Ihese three questions are answered by the information con- 
tained in "an Accounts Payable Ledger, You Vvill learn how to 
set up and use this Ledger. 



4. Read Section 2 of the Readings. Discuss and give various other 
• exanples in order to clarify terminology. Have students do the 
clarifyin^c; whenever possible. 



Terms of Sale 

IVlien you buy on credit from your suppliers , they can 
give you different terms for paying your bills. Your sup- 
pliers might use some of the following terms: 



N30 



2/10, 
N/30 



lOEOM 



iN'et 

30 days 



2^0 for 10 
days Net 
3C days • 



10 days 
from End 
of Month 



You must pay tiie full amount of 
the bill within 30 days of the 
date of the invoice. 

You are allowed to take off 2% 
of-.tlie total invoice price if 
you pay witiiin 10 days. If you 
don^t take tlie discount, you 
must pay the bill within 30 days 

Tlie bill must be paid within 10 
days after the end of the month, 
as shown on tlie invoice. 
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lOtli 
25tli 



Purcliases made between tlie 1st 
and IStli of tlie montli are due 
on tlie 25tli of tliat montli. Pur 
cliases made between tiie 16tli 
and tlie end of tlie montli are 
due on tlie 10th of tlie follow- 
ing month. 



Tne terms of sale on tiie previous page are illustrated in 



tlie follow'ing table: 



INyOICIi^ UAlli 


Tiil^MS 


DUT: LWll: 


August 1 ■ 


N/30 


August 51 ; 




2/10, 

N/50 


■ 

a. 21 discount till Aug.]! 

b . Full amount by 
August 31 




lOEOM 


September 10 




lOtJi [\ 25tli 


Au^Q[ust 25 


August 17 


10 til 5 25 til 


September 10 • j 



Read Section 3 of tiie Readings. Discuss and illustrate by exaiiple 
how tlie invoice is drawn up. 



Wli at is a Purchase Invoice ? 

Wlien a shipment of mercliandise arrives, a business pa- 
per known as an invoice will be enclosed witli it. Qi the 
invoice will be tlie' following information: 

a. Name and address of t-ne seller 

b. Name and address of tlie buyer 

c. Date of tlie invoice 

d. ^k3thGd of shipment 

e. Seller's invoice nujiiber 

f. Buyer's purcliase order number 

g. lenns of sale 

h. Quantity, description, and unit price of tlie items 
sliipped 

i. Total amount for eacli item and tlie total amount of 
tlie invoice. 
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Below is aa example o£ an invoice. Upon receipt of the 
mercliandise, it should be cliecked for quantity and quality. 
Any shortages, errors, or damages should be noted on tlie in- 
voice . 

After cliecking the' nierchandise for dainage and/or short- 
ages, tlie prices, temis, extensions and total on the invoice 
should also be cliecked for errors. If any are fomd, tliey 
sliould be noted and you should notify the seller as soon as 
possible so tliey can be corrected. 

After tlic mercliandise and tiie invoice have been care- 
fully cliecked, tlie invoice is ready to be recorded into the 
Purdiases Journal. 
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Hand out multi-column Journal pajxir. Itoad Section 4 o£ the Readings 

Discuss '.and illustrate the procedure of entering on tlie flip cluirt 

tJirou^i the use of various examples. 'Ihe students could do mucli of 
tJie clarifying of the procedure. 



nie [\irdiases Journal 

If Joe Matliews were to record this transaction in liis 
General Journal {the name of tlie Journal you have been using 
to date) the entiy would look like this : 
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Ihe account for purcliases is debited and the account for 
creditors (tlie businesses to which you owe money) is credited. 

As tlie -mount debited and tlie amount credited are always 
tlie same in these transactions, it is possible to record all 
of tliis information on one line of tlie Purchases Journal 




Ihe following purcliase invoices were received and checked 
by Joe Mathew. As they icpresent mercliandise purdiased on ac- 
count, they are recorded in tlie I\irdiases Journal. 

January 5 From NewStart Supplies Ltd. for $307.25; 
terms, 2/10, N/30. 

January .8 From tlie Universal Company for $175.00; 
terms, net 30 days. 

January 17 - From Robert Blaine and Conpany for $120.50; 
terms, net 60 days. 

Januaiy 25 - From George Lang Ltd. for $1:8.75; 
terms, net 30 days. 

January 26 - From Lang Conpany for $210.00; 
terms, net 60 days. 
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From tlic i\irdiases Journal, you post only the total to 
the l\irdias.es account in t]ie General Ixjdger (rather than the 
individucil airaunts) . 
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Ilajid out lx?-dger sheets, I\ead Section 5 o£ the Readings. Discuss 
and illustrate posting of Accoir^ts I^ayable Ledger on 5ie flip 
duirt. Use as iiiaJiy exanii:»les as /ou require in ord^ r to clarify. 



5 , Posting the l\ird uses Jouinal 

in a business whidi purdiases much of its merdianclise 
on.accoimt from many firms, it would be very awkward to keep 
all tiie creditor's accounts in the General Ledger. To over- 
come this dl fficulty , the creditor's accounts are put in a 
separate or subsidiary. .Ij^dger, known as an Accounts Payable 
ledge r. Sudi a Ijsdge.r may be in tlie form of a loose- leaf 
book , or consist iiicrcly of a set of filing cards. A separ- 
ate sheet or card is kept for eadi account, and tlie set is 
arranged in alphabetical order, Ihe accounts are seldom num- 
bered . 
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In order to keep an up-to-date record of what is owed 
to creditors, it is necessary to post daily to the Accomts 
Payable Ledger. 

An Accomts Payable Ledger is illustrated below, PI 
indicates that the account is posted from page 1 of the Pur- 
chases Journal. 
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8. Read Section 6 o£ the Readings. Illustrate posting procedure on 
tlie flip chart. 



6. Accou nts Payable Control ' 

An account called accounts payable control or simply 
accounts payable, is used in the General Ledger in the place 
o£ all o£ the creditor's accounts. This account summarizes 
all the information that is shown in detail in the Accounts 
Payable Ledger. * • 

The total of the- Purchases. Journal is p'os.ted at the end 
of the month to the General Ledger as was illustrated in 
Section 4 of the Readings. The arount is posted to the debit 
of purchases and to the credit of accounts payable (control) . 
As a result, the debits equal the credits, and the General 
Ledger is in balance. j ' 



9. Ask the students how they -will be able to tell if the posting of 
■ the Accounts Payable Ledger accounts has been done accurately. 

Discuss . 

10. Read Section 7 of the Readings. Discuss and illustrate. 



7. Accounts Payable Summary 

Before r. Trial Balance of the General Ledger is taken 
at the end of the month, it is necessary to prove that the 
Accounts Payable Ledger is in agreement with its control ac- 
count in the General Ledger. To do this, a summary is made 
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of the balances in the Accounts Payable Ledger. The total of 
this summary must agree. with the balance of the accounts pay- 
able - (control) account in the General Ledger. Below is what 
Joe l^lathew's accounts payable summary looks like for January 
31, 19 . 



' Accounts Payable Summary 
January 31, 19 



NewStart Supplies Ltd. 


$307:25 


Uaiversal Con5)any 


175.00 


Robert Blaine and CoiJ^jany 


120.50 


George Lang Ltd. 


98.75 


Lang- Conopany 


210.00 




$911.50 



ACCOUNT NO. 
NAME 



AODRESS^ 



sir NO . 



SHEET NO.. 
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11. Ask students they have- used other methods of keeping track o'f . 
aiTiounts owed fur purchases or if they know of other methods used. 

12. Discuss, pointing out that some o'ther systems are: 

a. Bile Folder: tiie invoices are placed into separate file 
folders. A file folder is used for each creditor. 

b. Clip Board: the invoices are filed on two clip boards, 

one holds unpaid bills 
the other holds paid bills 



13. Read Section 8 of the Readings, Discuss. 
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8* Another Method of Recording Purcliases and Accounts Payable 

Another niethod of recording purchases and accounts pay- 
able is to post directly from the invoices to the creditor's 
accounts. In this niethod tlie invpices, after being posted, 
are filed in numerical order in a binder. Ihis binder of 
invoices takes t]ie place of the Purchases Journal. At the 
end of each month, the invoices for the montli are totalled 
and this total is then recorded in the General Journal. If 
Joe Mathew used this' method, his General Journal entry would 
look like the following: 
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t 50 































160 



After posting this entry to the General Ledger Accounts, 
the balances in bbtli the Accounts Payable Ledger and the ac- 
.counts payable (control) account should be the sajre as when 
the Purchases Journal was used. 



14. Read Section 9 of the Readings. Discixss. 



9. Summary 



ERIC 



Buying on credit can help yoii as a businessman. You 
are able to buy goods without having to pay cash ri^t away. 
By the time the bill is due, you should have been able to 
sell enough goods so you can pay your bill". 

Being able to bi^ on credit is a privilege which you 
must p.^tect very carefully. If you don't look after your 
bills, you will no lon^r be allowed to biy on credit. 

Just as you want your customers to pay their bills on 
time, so the supplier wants you to pay your bills. If you 
d'^'t pay your bills, it costs you money in interest charges 
and loses you credit privileges. 

Here are some facts to remeirber: 

a. Merchandise purchased an credit is said to be purchased 
account. 
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b. Only credit purchases are recorded in the Purchases 
Journal. 

c. Creditors' accounts are kept in a sepai*ate Ledger 
known as the Accounts Payable Ledger. 

d. The entries in the Purchases Journal are posted daily 
to the accounts payable (control) account. 

e. The accounts payable (control) account provides a sum-, 
mary for all the information in the Accounts Payable 
Ledger. It takes the place of the individual creditors' 
accounts in the GenerL^l Ledger. 

f. The total of the Purchases Journal is posted twice 

to the debit of the purchases account, and to the credit 
of the accounts payable (control) account, in the Gen- 
eral Ledger. 

g. The total of the Accounts Payable Summary must agree 
with the balance of the accounts payable (control) ac- 



Indicator 

15. Hand out case FAB14-1. Instruct students to follow instructions 
at the end of the case. 



count. 



Summary of Accounts Payable 
as of August 31, 19 



A ^ B I^ats Ltd. 
A.V. Wholesale Ltd. 
.Central Sales Ltd. 
W ^ W Food Sales Ltd. 
F.A. Transporw 
Gas 

Telephone 
Power 



$ 



116.10 
453.06 
162.85 
376.46 
65.91 
37.95 
9.01 
18.29 



TOTAL 



$1,239.63 
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SUBJECT 



FIRWCE, ACCOUMFING, ]300KK1?EPING 



LESSON FAB], 4 



RECORDING YOUR PURQ-IASES 



CASE FAI314- - 1 



• ACCOUNTS P/.YABLE 



Bill Duran had been inanaging the Middle Rapids Trading and General 
Store for the past few months. When Bill had started the business, he 
paid cash for all his merchandise. After awhile some of the suppliers 
asked- him if he v;anted to start buying on credit. Bill thought this 
over; he knew that if he started buying on credit^he would have to 
keep more records in order to know how much he owed to each supplier. 
He would also have to know when each bill was due because, i£ he was 
late, t>-* suppliers could charge interest on the amount owed. Bill 
thoup^t that there would likely be times when he would be late paying 
bills because of unexpected payouts. If he started buying on credit 
he would have to plan his operations so that he had money ready to pay 
his bills when they were due. 

One "of the advantages of buying on credit was that he could buy 
more goods. If he always paid cash^he could only buy those goods for 
which he had the money at the time, but if he bought on credit he 
would have sold enough goodss to pay the bill by the time the bila was 
due. 

Bill needed help to keep track of his bills. He knew that one of 
his friends had bookkeeping experience so he decided to ask him for 
help* He brought his friend al.l the invoices that he had received . 
with his orders, and asked him to set up the required records. 



INSTRUCTIONS 

1. Suppose you are Bill's friend. Using the information on the at- 
tached invoices set up a record keeping system for Bill Duran' s 
Accounts Payable* 
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2. Make the entries into the records you have set up for Bill Duran. 



ADDITIONAI. INFORMATI ON 

Aug- 10/ ■ Received July Power Bill $18 29 

^^g- 12/ Received July Telephone Bill g'oi 

^g- 17/ Received Gas Bill 37*95 
^g- 28/ Received Freight Bill from 

F.A. Transport. 65.91 
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